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Neutrality for Germany ? 


A YEAR has passed since the Russians took the first steps to rid 
themselves of the costly fiasco of the Berlin blockade. Their 
failure was not due to the Allied airlift alone ; the lack of political 
support among the Germans played a part. Above all, the disastrous 
economic consequences in the Soviet zone brought about by the Allied 
counter-blockade had a decisive influence in modifying the Russians’ 
plan. The year, therefore, has brought a reversal in Soviet tactics. 
The total exploitation of their zone has ceased. In its place, thanks in 
part to larger imports from the east, a measure of genuine economic 
recovery has taken place. At the same time, political control has 
been more rigidly enforced. The “ bourgeois” parties have under- 
gone another purge and the autumn elections will probably be reduced 
to the farce of single lists. A new Ministry of State Security has been 
set up to co-ordinate and strengthen the work of the police and some 
of the contingents are being transformed into fully trained militarised 
formations—the Bereitschaften. 


These are the preparations. They are designed in part to clamp 
the Communist pattern more firmly upon the unwilling people of the 
Soviet zone. Equally, however, they are aimed at the west. The 
Bereitschaften will not only provide a background of terror in the 
east ; they have an essential part to play in the cajoling and winning 
over of western Germany. The Soviet strategy is perfectly straight- 
forward and no secret is made of it. It is to withdraw the armies of 
occupation and to conclude a peace treaty with the “ People’s 
Republic.” On this basis, the “ National Front,” a Soviet-sponsored 
movement which claims to cover all Germany and which includes 
everyone, especially ex-Nazis, who oppose the western powers, will 
campaign for a similar withdrawal of Allied troops from western 
Germany and the conclusion of a peice treaty with a reunited Reich. 


Unity is thus the first bait. The second is trade. It is to the east 
that the great markets lie, according to Communist propaganda. At 
the Leipzig Fair, Chinese Communist representatives were present, 
talking freely of coarse grains, silk, hides, pig’s bristles—but no birds’ 
nests—which could be exchanged for Ruhr iron and steel. The 
tremendous play made of the Allied embargo placed upon a recent 
Chinese order for steel rails was designed to show that Germany could 
hope for nothing from the “crude competition of the Anglo- 
American monopolists.” 


This, then, is the larger objective---to create in western Germany 
a mood half of fear and half of discouragement which will be more 
and more receptive to the Soviet version of peace and unity. In the 
short run, the aim is probably to create in the Bonn Government and 
in the High Commission the impression of imminent disturbance. 
The proposed Communist Youth Congress in Berlin, for instance, 
is likely to be the signal for a generally “ active ” phase. 

There is no doubt that the Russian tactic is shrewdly chosen. The 
western allies—with the exception of France—have never relished 
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the division of Germany, do not believe it will be 
permanent and see in it the greatest danger of war with 
the Soviet Union. As the bids of the Russians are raised 
and the struggle for the body and soul of Germany 
becomes more intense, the British and Americans tend 
to feel not so much spurred on to new efforts as uncom- 
fortably borne out in their worst fears. They may know 
that the division was not of their choosing, but clearly 
they cannot be sure of escaping the blame for it, 
particularly if the Russians, by methods which the West 
cannot emulate, create a zone from which they can with- 
draw their armies without in any way lessening their 
control. 


These facts have so discouraged some western 
observers that the suggestion is often made on both sides 
of the Atlantic that the Allies have entered a dangerous 
dead end in their German policy, an impasse from which 
war may be the only way out. Why not, therefore, 
attempt a new strategy before all freedom for manceuvre 
is lost ? The Russians have repeatedly declared that 
German unity can be achieved by negotiation and, unul 
quite recently at least, have suggested that a demili- 
tarised, neutralised Germany would be in the best 
interests of both East and West. On a programme, 
therefore, of unity and neutrality for Germany, the 
Foreign Ministers should meet and negotiate again. 


Whatever the superficial attractions of such an 
approach, it does not bear closer scrutiny. There are 
only three possible outcomes of such a conference. The 
first and, indeed, most likely outcome is that the negotia- 
tions would break down on the single issue of free 
elections. There is nothing to suggest that the Russians 
are prepared to dismantle their police state. Their 
unavowed aim is, on the contrary, to extend its control. 
Yet the conditions which the western powers would 
have to lay down as a preliminary to German unity do 
in fact involve the disappearance of the People’s 
Republic. Can the Russians accept the restoration of 
the Socialist Party in the East, the return of dismissed 
leaders, the complete dismantling of the militarised 
police, the reduction of the present overwhelming pro- 
portion of Communists in the police force—all essential 
preliminaries to a free election ? Can they risk a free 
election under complete and universal four-power con- 
trol when the result would be the virtual extinction of 
the Communist Party ? The western allies can accept 
these terms because free elections would restore the 
whole of Germany to the western orbit. The Russians 
cannot accept them, and for the same reason The issue 
is really as simple as this. 


The conference would therefore fail at the first hurdle 
unless the western powers were prepared—in a mistaken 
passion for unity—to abandon the elementary safe- 
guards. If, by some hybrid arrangement, unity was 
restored under a “ coalition” government composed of 
representatives of the eastern and western zones and the 
occupation forces were then withdrawn, the result would 
be a certain civil war, since the better armed and more 
ruthless East would not delay long before starting a 
campaign to impose universal Communist control. Few 
situations would be more likely to degenerate into 
general war than a conflict within a nominally united 
Germany between the eastern and the western faction. 

These practical difficulties alone should be answer 
enough to those who believe that German unity and 
neutrality can be negotiated into existence as a possible 
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alternative to the present state of division. Yet there 
is also the theoretical difficulty that even if genuine 
neutrality under a genuinely free German government 
could be achieved, such a settlement would be neither 
desirable nor workable unless all Germany’s neighbours 
were equally pacific and umaggressive and equally 
determined to let the Germans alone. But is this the 
case ? Can any western statesman honestly say that he 
knows Russia’s intentions to be as totally unaggressive 
as, say, those of Britain ? Historically, the neutrality 
of a state placed between two antagonists has always 
favoured the aggressor and hampered the defender—as 
Belgium discovered in two wars and Holland in 1940, 
It may be that the general laws governing a vacuum do 
not apply in power politics. It may be that outside 
forces are not drawn in. But it is not a fact established 
upon historical evidence. 


To say that there is no alternative at present to the 
disunity of Germany is not necessarily to predict 
disaster. There are elements of strength in the Soviet 
position in Eastern Germany, but equally there are diff- 
culties far more overwhelming than those which confront 
the western powers. The chief of them is that the 
Russians do not trust their “ Germans.” They cannot 
even trust the German Communists. Fear of Germany 
among the satellites has prevented the restitution even 
to the puppet government of the People’s Republic of 
any genuine sovereignty, and fear will continue to dictate 
a policy of such absolute suppression and control that 
Eastern Germany will remain what it is now, a colony. 
It follows that the western allies retain the advantage 
in the competition between East and West. Free elec- 
tions still give them a government ready and anxious to 
play its part in the western world. They need not fear 
the grant of sovereignty to the Germans as the Russians 


must always fear it. Western Germany can be free. 
Eastern Germany cannot. 


This advantage is, however, one which the Allies 
might conceivably throw away. The trailing remnants 
of detailed Allied control, the tag ends of dismantlement, 
the half-invitations to join the Council of Europe, still 
conspire to weaken the force of the West’s chief attrac- 
tions—that it can offer Germany freedom and equality 
among the nations. And since these should now be the 
chief aims of Allied policy, the immediate twofold task 
is on the one hand to create an integrated system of 
defence into which in due time a German contribution 
can be fitted, and on the other to restore to Germany, 
within the Council of Europe, all the attributes of 
sovereignty, including control over foreign policy and 
full membership of the Committee of Ministers. Diplo- 
matic representation should take the place of the High 
Commission, industrial controls be brought within the 
framework of the OEEC or its successor, military safe- 


guards within a system of joint defence for the whole of 
Western Europe. 


_ In the meantime, while this restoration of sovereignty 
is being completed, the western powers need to recover 
the political initiative by bringing the shams and incon- 
sistencies of Soviet policy into open. It is time an 


official démarche of the four powers—Britain, America, 
France and Germany—raised the question of the open 
rearming that is going on in Eastern Germany. ‘The 
offer of free elections recently made by both Mr McCloy 
and Dr Adenauer should be solemnly reaffirmed and 
repeated, so that the explaining and the excusing fall 
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to the lot of the People’s Republic. The pretence of 
vast eastern markets should be exposed by the regular 
publication of trade figures showing how consistently 
the eastern zone fails to fulfil its promised deliveries. 
And if rails for China can become such an issue, has 
no one in Germany heard of the Spender Plan ? 

A policy which compels the Allies to keep the initia- 
tive in political warfare and to make a reality of their 
professions of European unity and Atlantic cooperation 


Defence Policy—Il 
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may seem more arduous and costly than the attempt to 
create a German buffer state between the rival systems 
of east and west. But the first, however difficult, is a 
practicable policy, the second, however attractive, will 
remain a pipe dream until the Russians realise that the 
western position can be neither attacked frontally nor 
disintegrated from within. In Germany, as indeed 
everywhere else, final agreement can only be reached 
by the arduous way of resolution and strength. 


Balanced Forces 


HE previous article in this series advanced the 

argument that Britain’s military commitments are, 
first and foremost, to be a senior partner in the defence 
of western Europe by land ; second, to contain Russia 
on its southern front by having a strong force in the 
Middle East or the western Indian Ocean ; third, to 
keep the sea lanes open ; and fourth, to solve its own 
special problem of defending the British Isles from air 
attack. The purpose of the present article is to assess 
the demands which the strategic priorities make upon 
the relative size and strength of the fighting services. 


The object, in each case, is to make aggression such 
an unprofitable proposition that war would not break 
out. This involves keeping on guard a sufficient force 
of troops, not indeed to equal anything that an aggressor 
might bring against them, but to prevent him from 
sweeping away vital positions before help could arrive. 
In western Europe there is the additional requirement 
that the stand must be made without any substantial 
loss of territory. It is generally agreed that the mini- 
mum front line force capable of achieving these purposes 
is an army of thirty fully mobilised divisions, backed up 
by a strong force of fighters and medium bombers operat- 
ing from continental airfields. Any lesser force could 
be divided and annihilated long before the reserves in 
Britain, France or the United States could be effectively 
deployed. If the British Government and the public are 
to accept the necessity for such a force—and they can 
hardly reject it without retreating from the whole idea 
of a unified western European resistance to Russia— 
it involves abandoning two traditional assumptions 
which have governed, and to a certain extent still 
govern, British defence policy. The first is that Britain 
should not locate forces in Europe until total war was 


either imminent or had broken out. This might be 
called the fallacy of the expeditionary force and its 
unsoundness was clearly proved in 1940 and in 1914. 
The only force that can now effectively guard the west 
is one in which the iroops from the different national 
armies—and not merely the planning staffs as at present 
—have worked and trained together for a considerable 
period, and which actually mans the ramparts between 
Liibeck and the Alps or the Mediterranean. 

The second assumption, which is also traditional in 
British military thinking, is that Britain’s main contribu- 
tion to western defence should not be on land. Almost 
every war that Britain has ever fought has, sooner or 
later, disproved this assumption. But every time it is 
made afresh. In the past few years it has become 
fashionable to argue that Britain’s main contribution to 
western defence should nowadays be in the form of air- 
craft and fighter squadrons. There is a certain amount 
to be said for this view. The British army has to meet 
heavy demands upon its resources outside Europe, and 
Britain is better placed than any of its European allies to 
equip and maintain a strong tactical air force. No doubt 
the British contribution to western European defence 
will be proportionately heavy in the air and less heavy 
on land. But a sizeable contribution on land will still 
be necessary. It is essential for political and psycho- 
logical reasons, for the Continental peoples will not 
really believe that Britain is committed until they see 
British troops on their roads—there were RAF fighters 
in the sky while they were occupied by the Nazis. 

But an army contingent is also a technical necessity. 
This becomes clear when it is considered how the 
western European force of thirty divisions must be made 
up. In the first place it is unreasonable to imagine that 
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the United States will feel disposed or able to keep more 
than two or three divisions in Europe, and it is unlikely 
that the Benelux countries (whose combined population 
is 18 million) could really keep more than four divisions 
on a permanent footing. It is difficult to see how the 
French contribution can exceed ten divisions even when 
the lamentable state of equipment in the French army 
has been rectified under the Mutual Defence Assistance 
Programme. This leaves some thirteen divisions to be 
accounted for. Even if it be assumed—and it is still a 
very large assumption—that the pace of political integra- 
tion in Europe proceeds to a point at which a German 
contribution to western European defence becomes 
acceptable, Germany’s neighbours are certainly not 
going to be happy about thirteen permanent German 
divisions, even if so large a figure were technically 
practicable. The sum cannot be done without six 
British divisions with the proper proportion of armoured 
brigades (as a minimum). This looks like a very 
large figure, but before the critics declare it to be an 
impossibility, they should stop to ask themselves whether 
western Europe can be safe with less than 30 divisions 
in all, and whether the figure can be attained if less 
than one-fifth of the total is provided by the largest 
member of the group. Six divisions would represent 
only about half the ratio to population suggested for 
France or Benelux. The British public should realise 
that without a British contribution of about this magni- 
tude, there can be no reality in western European 
defence. 


The defence of the Middle East presents a different 
problem, since it is in the main an empty area, with 
plenty of room for manceuvre, to which the enemy’s 
lines of communication, though shorter, are both more 
difficult and much more vulnerable than our own. It 
does require a strong military force—stronger, that is, 
than the present weak and dispersed division—but the 
main strategic requirement in that area is mobility and 
striking power rather than a show of overwhelming 
defensive force. It therefore requires a strong air 
striking force as well, and it would perhaps prove to be 
the main field of activity of British long-range bombers, 
as distinct from army co-operation squadrons. 

The third major strategic priority—the defence of the 
sea lanes—is the traditional task of the Royal Navy. 
However, with the disappearance of any potential enemy 
with a large fleet and with the emergence of the United 
States as an active ally, the nature of the task has 
radically altered. The main threat is no longer the 
battleship but the submarine, and the task of keeping 
the sea lanes open depends now on the efficiency of 
submarine detection and destruction, a task which falls 
primarily upon the Royal Navy and Coastal Command. 


* 


It is becoming possible, as the nature of the task 
becomes clearer, to form a judgment upon the correct 
size and shape, both absolutely and in relation to each 
other, of the three services. In the first place, it is 
evident that there is an urgent need for more army 
divisions. As has already been argued, the defence of 
western Europe demands a British contribution of at 
least six full strength divisions. No strategist should feel 
satisfied with the defence of the Middle East until 
there is a full strength corps cf at least two mobile 
divisions. The defence of certain vital areas in the 
colonial empire such as Hong Kong and Singapore, 
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which need manning by formations stronger than police 
forces, probably demands troops equivalent to another 
division, although not necessarily concentrated as such, 
The defence of Great Britain against air attack does not 
require the presence of mobile divisions—the anti-air- 
craft division is a more static formation—but ts 
defence from the sea does postulate the presence of ar 
least two regular divisions even if they are only in the 
process of formation and training. This amounts to a 
minimum of ten full divisions, or double the number 
now in existence. 


To say that the numbers of army divisions must be 
doubled does not necessarily mean that the total size of 
the army must be increased in the same proportion. The 
present-day army is larger in mere numbers than any 
that Britain has ever maintained in time of peace. 
Unfortunately the acceptance and training of national 
servicemen, together with the administrative commit- 
ments of the army, and its dispersal into small groups 
for garrison and security duties throughout the empire 
apparently make it impossible to produce more than 
half a dozen divisions. The central point is, however, 
that the extra divisions must be found, and before the 
public is asked to underwrite a vastly expanded military 
establishment, either in men or in money, the War Office 
must satisfy the public that the divisions could not be 
raised by some radical reorganisation of the available 
forces. To form an army of ten divisions out of half a 
million men is not by amy means an_ inherently 
impossible task. 


In the Royal Air Force the most difficult period is 
nearing its end. After the war the Air Staff took the 
bold decision to re-equip its first-line fighter formations 
with jet aircraft, facing the risk that there might be a 
renewal of war before this re-equipment was completed. 
The fighter formations of the RAF are now as good as, 
and possibly better than, those of any other air force, 
and within the next two or three years jet fighters and 
medium bombers will be in general service. The diffi- 
culty that confronts the planners of air strategy is not 
so much that of providing effective mobile formations 
as of integrating their work with that of the allies. It is 
only too easy to advance cast-iron arguments to show 
that Britain should have a complete air force, as in the 
last war, including a force of heavy bombers. But to 
accept such a policy in view of the strength of the United 
States Air Force in this particular arm would be to waste 
all the advantages of the alliance between Britain and 
the United States. Nothing emerged more clearly from 
the experience of the last war than the immense indus- 
trial cost of a heavy-bomber programme large enough 
to be effective. Britain should possess a token force of 
heavy bombers in order to preserve the “ know how” 
and in case British technical development in, for instance, 
bomb aiming were to outpace American development. 
There must also be a bomber force—though probably 
of medium bombers—for the Middle East. But apart 
from these, the task of the RAF is to concentrate on 
fighters, on army co-operation, on anti-submarine work 
and on the offensive defence of western Europe and the 
United Kingdom. To do otherwise would be not only 
to ignore the advantages of specialisation but to cast an 


extra and unnecessary burden upon the limited defence 
resources of Britain. 


The same is true of the Royal Navy. There is a great 
temptation to lose sight of the strategic priority—ant- 
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| submarine protection—and to argue that Britain should 


also maintain battle fleets in the interests of prestige. 
The argument is all the more acceptable since a big ship- 
building programme is essential to the present state of 
full employment. But in the light of existing evidence 
about the Russian navy, and in view of the strength of 
the American navy, nothing could be more wasteful. 


It is clear from official statements of policy that the 
British government has at least partly accepted the 
implications of the altered strategic position. The main 
development work in the Royal Navy is now on anti- 
submarine work and the total size of the fleet is being 
reduced ; no new heavy bombers are being built ; and 
the army, although it is being continually reduced in size, 
is being maintained at a much higher level than before. 
But what is not clear is that the shaping of defence policy 
is proceeding according to a plan worked solely in relation 
to the strategic priorities and to which the separate 
policies of the services are subordinate. Despite the 
setting up of a very able inter-service committee last 
year to review problems of co-ordination, it appears still 
to be the case that defence policy is merely the sum total 
of separate departmental plans which are dovetailed or 
altered only to the extent that the Ministry of Defence 
and the Defence Committee of the Cabinet are prepared 
to exert their authority. 


The idea which underlay the office of Minister of 
Defence when it was held by Mr Churchill during the 
war and when it was turned into a permanent Ministry 
in 1947 was that it would provide the apex at which 
joint policy could be worked out ; that is to say it would 
not undertake the planning or executive functions of the 
three service ministries, but it would provide a secre- 
tariat to enable the chiefs of staff to arrive at joint 
decisions under a senior minister capable of answering 
for the whole of defence policy. When the minister was 
Mr Churchill, this system worked very well, but 
experience since the war has proved that, unless there 


Industrial 


A MINOR revolution in the eating habits of the 
average working man has taken place within the 
last ten years. Before the war, a packet of sandwiches 
and a screw of tea were the well-nigh universal provision 
for the day’s work, but nowadays it is the general rule 
for factory workers and many others to sit down to an 
ample two-course dinner provided by the employers often 
at a price below cost. In place of the fifteen hundred 
or so industrial canteens in operation in 1939 there are 
now estimated to be over 28,000 serving 15 million 
meals each week of the conventional “ meat, two veg. 
and a pudding ” variety, besides 54 million other meals. 


During the first two years of the war industrial 
canteens sprang up overnight. Food shortage was the 
chief cause. An early appreciation of the economies of 
large-scale catering led to a rationing system which gave 
(and still gives) substantial priority to manual workers, 
through the medium of the works canteen. The con- 
scription of women, the dispersal of factories and the 
shortage of suitable material for making sandwiches 
each helped, in its degree, to reinforce the new demand 
for hot meals. In 1940 the Government assumed 


powers to compel, where necessary, the setting up of 
canteens in plants with over 250 workers, but so obvious 
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is a Defence Minister of Churchillian qualities, a 
man both ruthless and respected, the Ministry of Defence 
Is not strong enough to impose drastic measures upon 
the service ministries. The system imposes very heavy 
personal responsibilities upon the Minister because 
he has no professional advisers who by training have a 
tripartite outlook. His most permanent service adviser 
is the Deputy Secretary (Military) of the Cabinet ; but 
he, though he serves for a term of years and comes from 
each service in turn, returns eventually to his own 
service. This is not, of course, to suggest that there is 
not an honest attempt to co-ordinate the three services ; 
the point is that, under such a system, nothing more 
than post hoc co-ordination will occur unless there is 
a Minister of great knowledge and of forceful personality 
who can serve as his own Chief of Staff. 


Unfortunately the Ministry of Defence is unlikely to 
be permanently in the hands of an exceptional man, 
The wise course, would therefore, seem to be to accept 
the logical corollary that the Ministry itself must be 
strengthened and the functions of the service ministries 
scaled down accordingly. If there cannot be a Supreme 
Chief of Staff then there should be a Supreme Staff 
—that is, a body of men, originally selected no 
doubt from the three services, but whose further 
training and future careers lie in the field of the higher 
strategy and in the problems of defence regarded as a 
whole. Only by this means can a Minister of Defence 
hope to impose a co-ordinated defence programme which 
conflicts with the pride of the services themselves. So 
far that pride has not been grossly outraged but it is 
probable that, to create the expansion in mobile army 
divisions which, it has been argued, is essential to British 
security, a drastic reorganisation of the balance of the 
forces may be necessary. The first step towards this 
must be the creation of a Ministry of Defence which 
both knows its own mind, and which has the means to 
impose its own will. 


Canteens 


was the need to sustain war workers at the highest pitch 
of production by bringing food, as it were, to their elbow, 
that the spontaneous co-operation of employers made 
compulsion superfluous. Indeed, the department of the 
Chief Inspector of Factories was hard put to it to keep 
pace with the demand for guidance and help from their 
specially appointed staff of advisers. Canteens for 
workers were a war priority and their numbers increased 
by thousands every month. In 1942 they sold 45 
million meals a week—far more than all the restaurants. 
teashops and cafés combined. 

What is perhaps less generally remembered is that 
such an achievement meant much crude improvisation 
of premises and equipment, and the employment of 
many cooks untrained in large-scale feeding who learned 
by the process of obliging other people to eat their . 
mistakes. It meant also that systems of cooking and 
serving were devised in a headlong emergency, but were 
hard to reform once they were established. A reckless 
disregard of costs, inevitable though it was at that time, 
has proved another embarrassing legacy. 

Since the war, industrial canteens in Great Britain 
have gone from strength to strength. School meals and 
army canteens have helped to undermine the sandwich 
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routine, already weakened by the prolonged shortage 
of fats and cheese, while years of steady wages have 
completed the conversion of that most conservative of 
beings, the British working man, to a custom he would 
have despised ten years ago as an extravagant luxury. 
Full employment has resulted in canteens becoming 
competitive attractions, particularly among unskilled 
workers. ‘What does your canteen charge ?” the 
bright sixteen year old asks the factory employment 
officer, and on being told 1s. 3d. will reply, quite 
unabashed, “I’d rather go to so-and-so’s, they've 
got a smashing one for 1s.” Virtually every factory 
which is not well-served by a civic restaurant on its door- 
step now has a canteen or shares one with other factories, 
while mines, docks and building sites are busy adapting 
industrial feeding to their own peculiar requirements. 


There is general agreement that a good canteen pays 
dividends in reduced absenteeism and better industrial 
relations, but few industrial canteens pay their way in 
the commercial sense. In the first place rent, rates and 
maintenance are usually discharged by the employer. In 
addition to this, however, many firms have assumed 
responsibility for other items of cost and every conceiv- 
able variety of subsidy, open and concealed, is to be 
found. The following figures, showing different attitudes 
to costs, were published in 1949 by the Industrial 
Welfare Society; the sample is small, but not untypical. 


TaBLe I 
Failing to 
No. of | Achieving Achieve 
Aim to Cover Firms Aim Aim 
Cost of food only ......... 1 1 — 
Food and replacement..... 1 1 — 
Food, wages and salaries... 18 5 13 
All operating costs ........ 20 3 17 
40 10 30 


The wide variety of policy about covering costs makes 
prices to the customer useless as a basis for comparing 
either individual canteens with each other, or canteens 
as a whole with the similar services provided by civic 
restaurants. There may, however, be some interest in 
the following comparison of the wage cost accumulated 
by every £1 worth of provisions during its conversion 


into a simple two-course meal in four very different 
establishments : 


TaBLeE ITI 
Wages per {1’s Worth of Provisions at Cost 
s. d. 
In the average of 50 civic restaurants* ....... 18 0 
In a small canteen (approx. 200 meals a day).. 7 4 
In a large canteen (approx. 2,000 meals a day). 18 8 


In a com. transport café (approx. 200 meals a day) 10 10 


* Taken from “ The Finance of Civic Restaurants” by Gilbert 
Sugden, Local Government Finance, October, 1949. 


These random samples illustrate some very general 
tendencies. Small canteens nearly always enjoy the 
administrative services of a welfare or personnel officer 
for a few hours a week, or casual help from the factory 
in cash-desks, etc., without charging it to their wages 
account. The large ones have full-time administration 
by a manager whose salary is charged ; they also have 
to provide in many cases a 24-hour service, or a tea- 
trolley service to outlying buildings, and for both of these 
the labour cost is disproportionately heavy. The com- 
paratively heavy wages bill for civic restaurants (so 
similar in many ways to industrial canteens except that 
they are all self-supporting) is due to a statutory charge 
for administrative services provided by the Town Hall. 
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There are also other factors at work in helping to 
raise canteen costs which, although they appear on no 
balance-sheet, are nevertheless potent. These are the 
irrational (to speak fashionably, the psychological) issues 
involved in introducing an intensely personal matter like 
food into the employer-employee relationship. The city 
typist will patronise the same little teashop with 
incredible loyalty for years, exercising what can only 
be called a “ willing suspension of disapproval ” in the 
face of bad cooking and worse service, because she has 
chosen the place voluntarily. Quite different is the atti- 
tude of the customer at the factory canteen who regards 
it as his privilege if not his duty to be keenly critical of 
every detail and to stand on his rights at every point. 
Canteen complaints are the main items of business of 
many a works council. The words “ This fish is bad” 
have only to be whispered in a lunch-time queue for 
several score of untouched plates to be banged indig- 
nantly back upon the counter, and a crisis may arise 
which, though perhaps unjustified, can often have an 
unsettling effect on the atmosphere of an entire factory. 


* 


One aspect of industrial canteens stands out very 
clearly. They are subject to none of the normal sanc- 
tions on economic inefficiency. Although they constitute 
in effect a consumer industry of no smaii dimensions 
they are peculiarly free from the spur of competition, 
or even the embarrassment of comparisons. Contracts 
to commercial caterers have never been as widespread 
as the self-appointed canteen ; profit is felt to be out 
of place in a welfare service and although some successful 
cases exist they show ne sign of becoming the general 
rule. But to regard canteens as a welfare service, though 
this is perhaps the fairest way to judge them, does not 
dispose of the question—do those who foot the bill know 
exactly what they are paying for and that they are getting 
value for money ? Economic efficiency is more than a 
question of not wasting food, or keeping canteen staffs 
busy ; it concerns less obvious problems, such as the 
best use of mechanical equipment, optimum lay out, and 
up-to-date methods. Only a sounder system of training 
for canteen managers and a greater readiness to publish 
and compare cost figures than exists at present can take 
the place of the automatic sanctions on efficiency that 
operate in a self-supporting restaurant. 


There are very solid advantages, both social and 
economic, in canteen feeding, and it is undoubtedly right 
that it should be subsidised generously. As a national 
habit, however, industrial canteens are still an experi- 
ment on trial, and their future will depend, in many 
cases, on whether they produce a good enough service 
at a low enough cost. Some costs are still rising and 
prices ssianie Was them without the risk of a heavy 
loss of custom or even in some cases a stoppage of work. 


But although canteen subsidies wear a welfare label, 
and although welfare as a whole is only a small fraction 
of any firm’s overheads, yet there is no doubt that if a 
trade recession were to occur, they would be among 
the first items to be hit by a panic of economy. Many 
firms in the next few years may be faced with the need 
for a drastic reduction of costs ; in such conditions they 
may abruptly decide, as many did after the first world 
war, that it is too late for an efficiency drive, and that 
the simple alternative to an extravagant canteen is 0 
canteen at all, 
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NOTES OF 


«“ Deter—Defend—Defeat ” 


The committee system of the Atlantic Pact is lavish, 
but it works at remarkable speed—at any rate on planning. 
The pact itself is only a year old, its hierarchy of staff com- 
mitiees has had less than six months to run itself in, yet 
this week has seen sealed and settled the general strategy 
for the integrated defence of the North Atlantic area. “ The 
period of planning is finished,” said Mr. Louis Johnson, 
American Defence Secretary, when he had finished discus- 
sions with his ten colleagues at The Hague this week. Under 
the motto “deter, defend, defeat” the Defence Ministers 
separated feeling that the system had passed its first test: the 
“ strategic concept ” had been turned into five regional plans; 
the Standing Group of General Bradley, General Eley and 
General Morgan had integrated them into a master plan chat 
had passed through the Military Committee of Chiefs of Staff 
—all in a matter of months and “with extraordinary 
unanimity.” 

Unanimity at the next stage will be achieved less rapidly, 
for questions of production, standardisation and payment 
arise which bristle with difficulties for industrialists as well 
as for finance ministers and cabinets. The defence plan now 
passes to the Production and Supply Board which has 
achieved little more up to date than incomplete studies of 
national capacities and deficiencies, and will have to work 
within the limits of national budgets. Any widespread stan- 
dardisation of weapons and equipment, any serious attempt 
to secure economies from co-ordinated defence policies is 
going to weave member nations and governments more 
closely together than they probably realise. Moreover, there 
will be an expensive transition period in defence prepara- 
tion when arms industries will be stocking simultaneously 
old national and new standardised equipment. These points, 
like other aspects of defence needs, discussed in a leading 
article in this issue, have yet to be made clear to the 
European public by their political and military leaders. 

The mere fact that a North Atlantic plan exists and 
that there is this willingness of Americans, Canadians 
and ten European countries to work together on terms of 
trust is epoch-making, and has already steadied western 
Europe’s nerves. But it must not be allowed to revive any 
of the illusions that were created in the ’thirties by the 
theory of collective security. The North Atlantic force does 
not exist and the like?y commanders do not know their 
troops. The front line is held by occupation troops in Ger- 
many and Austria, but little is known about the reserves 
with which Americans, British and west Europeans will 
tackle a quite new strategical problem. It will not be easy 
for public opinion to ascertain just how and when the teeth 
are being put into the pact, because no forum exists for 
discussing this most vital aspect of European co-operation. 


* * * 


Third Year’s Marshall Aid 


The realisation is growing in the United States that 
the struggle against Communism is more serious and 
far reaching than was hopefully assumed at the beginning 
of the Marshall Plan in 1947. When, in celebrating the half- 
way mark of the Plan—which was reached on April 3rd—the 
leaders of American public opinion met together in Washing- 
ton, it was General Marshall who warned the assembled 
Congressmen and Diplomatic Corps that “the chips are 
down” in the between democracy and Communism, 
and both Mr n and Mr Acheson re-emphasised the 


role of Marshall aid in the global struggle. The growth of 
this mood in the United States undoubtedly accounts for 
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the readiness of Congress to authorise this year’s allocation 
with little delay. After a series of somewhat irresponsible 
amendments had first been passed and then rejected, the 
original figure of 3,100 million dollars was approved without 
cuts. It is true that the actual appropriation of this money 
must still be secured, but the tone of Congress suggests that 
the men with the pruning knives will not fare much better in 
the next round of the struggle. 


It is not only in Congress that the implications of the cold 
war are being more seriously considered. In the last six 
months, there has been a steadily increasing study of 
America’s future role as a great creditor nation, and President 
Truman has now announced that the retiring secretary of the 
army, Mr Gordon Gray, has agreed to act as his special assis- 
tant with the duty of drawing up a plan to secure a better 
balance between American imports and exports and to ensure 
that, when Marshall aid comes to an end, foreign nations will 
still be able to buy American goods. This is not the only 
evidence that a steady maturing of ideas is taking place in the 
United States, comparable perhaps to the period of intense 
thought and effort which preceded the first announcement of 
the Marshall Plan. 


* 


If, indeed, the United States is preparing now to think 
what its role should be when Marshall aid ends, the work of 
the Organisation for European Economic Co-operation may 
be made considerably easier. At the moment, this body is 
passing through a phase of relative quiet. The payments 
scheme has yet to be considered and at this week’s council 
meeting business was very largely confined to simplifying the 
political direction of the organisation. Dr Stikker, the 
political conciliator, will now act as chairman of the council 
as well, and the very largely redundant consultative group 
of ministers has been abolished. The underlying difficulty 
in the OEEC remains, however, in the fear felt in the 
first place by Britain, but also by the Scandinavian group, 
lest any scheme which seemed to tighten their connection 
with Europe might do so at the expense of their larger links 
with the outside world. They have, for instance, seen no 
solution to the dollar gap simply in the pooling of the deficits 
of the nineteen member countries. If, however, the United 
States sees its co-operative role extending beyond 1952, the 
participating governments will be encouraged to look at their 
European commitments in a new light. 


* * * 


Better Cheer at Strasbourg 


In the affairs of the Council of Europe a good dinner 
and a few kind words from a minister go a long way. Mr 
Bevin discovered this last week-end at Strasbourg, and dis- 
gruntled members of the Assembly, who had hoped to get 
an executive committee formed which would be a European 
authority in embryo, are now expressing great pleasure at 
Mr Bevin’s agreement to.a new joint consultative committee. 
This will consist of four members vf the Committee of 
Ministers, who will sit with four members of the standing 
committee of the Assembly. In other words, four men repre- 
senting governments will sit with four men representing 
parliaments, and try to bridge the gulf between the upper 
and lower bodies. M. Spaak, already president of the 
Assembly, will be in the chair, where he will doubtless 
continue to use whip and spur on the patient and ambling 
Anglo-Saxons. And when the whole Council meets for the 
second time in Strasbourg in August there should be a better 
atmosphere and more concentration of effort. 


Yet, as a result of Ministers’ meeting last week-end, what 
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can the Assembly now do? It is forbidden by its statute to 
discuss defence; it will now find it difficult to discuss 
economics effectively. For the Organisation for European 
Economic Co-operation in Paris has advised strongly against 
a European economic conference, has declared that it is 
already studying varigus projects of economic union put up 
by the Assembly, and 1s not yet ready either to define its 
future relations with the Council of Europe or to hand over 
to it any information it asks for. To soften the rebuff 
Ministers agreed to the appointment of a committee (Anglo- 
French with a Turkish chairman) to go into the question 
of these relations. The committee will doubtless see the 
absurdity of denying to the Council information from OEEC 
which is made available to the press, but committee-forming 
in Strasbourg, as in Whitehall, is the gentlemanly way of 
shelving projects. The Assembly may therefore be reduced 
to little more than talking politics. 


x * * 


Invitations to the Assembly 


The decision to invite Federal Germany to Strasbourg, a 
good idea bruised and battered by months of argument in 
Bonn and Paris, has now emerged as a victory from the 
’ French point of view. The Saar, which is entitled to three 
seats in the Assembly, receives an invitation identical in 
wording with that sent to the Germans, who receive 18 
seats. The Social Democrats in Bonn, not unnaturally irri- 
tated by French gaucherie, say they will oppose acceptance 
to the invitation. Therefore, unless Dr Adenauer can use 
the Easter recess for successful lobbying, it is possible that 
the Bundestag will vote against going to Strasbourg. This 
would be a quite deporable outcome of the first real effort 
to bring Germans back to western society on equal terms ; 
and they should realise that the Council would not be easily 
brought to repeat its invitation. The sane course for them 
is to join the Assembly, where they will have the same number 
of votes as the British and French, and work their passage 
into the Committee of Ministers by convincing the occupy- 
ing powers that the time has come to have a Federal Foreign 
Minister and representatives abroad. Some of the more 
clumsy and impulsive gestures of Dr Adenauer have been 
due to lack of diplomatic information from London and 
Paris and to concentration of foreign and home policies in 
the same hands. If German representatives in the Strasbourg 
Assembly could persuade that body that Bonn should have a 


Foreign Minister, his appointment could hardly be long 
delayed. 


* * * 
Engineers Strike Ballot 


‘The decision of the Ministry of Labour to intervene in 
the impending strike ballot of the Confederation of Ship- 
building and Engineering Unions was obviously dictated by 





Air Subscription Rates 


Increases in air freight charges make it necessary 
to raise certain air subscription rates : 


Old Rate New Rate 
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the Government’s desire to avert industrial strife in ap 
important group of export industries. The Employery 
Federation recently rejected the claim of the unions for an 
all-round increase of {1 a week, and the unions, in trying 
to make up their minds whether to take the matter to arbitra- 
tion—where they suspect their claim will be refused—oy 
to take strike action, have decided to test the views of their 
members. On the face of it this is a reasonable thing to do, 
but the Ministry of Labour has questioned the legality of 
the proposed ballot form which asks the direct question 
“ Are you in favour of strike action or arbitration?” This 
appears to flout the Conditions of Employment and Arbitra- 
tion Order, which made arbitration compulsory and enjoined 
both the employers and the unions to give twenty one days’ 
notice to the Minister of Labour who is then empowered 
to take any action he may deem necessary to avert a stoppage 
of work. As Sir Robert Gould, the Ministry’s chief indus- 
trial commissioner, pointed out to the Confederation last 
week, neither the employer nor the union has any discretion 
in this matter. 


Compulsory arbitration was born of the wartime necessity 
to keep production going, and was continued by the Govern- 
ment after the war at the request of the unions as a means 
of bringing the employers to book, but it has of late been 
becoming increasingly unpopular as the arbitration tribunals 
have applied the principle of wage stabilisation. It is not 
impossible that the Confederation may decide to flout the 
Order and to abide by its decision to hold a ballot, which 
was agreed upon by a narrow majority at its meeting last 
month at York. The Amalgamated Engineering Union, 
which is the largest single union in the Confederation, has 
consistently opposed compulsory arbitration and at the last 
annual congress of the TUC moved a resolution demanding 
its withdrawal. But this in turn would seriously weaken the 
cohesion of the Confederation. Only seven unions, including 
of course the AEU, voted in favour of taking a ballot whereas 
27 opposed the idea. While most of the 27, who on a card 
vote are in a minority, will probably abide by the majority 
decision, it is probable that the two big general unions 
which organise the engineering labourers, and which have 
always fared better at the hands of arbitration tribunals, 
may decide not to send out the ballot papers and thus to 
flout the orders of the Confederation. 


* 


The Minister of Labour is, as usual, caught between 
several conflicting pressures. On the one hand, he 1s 
desperately anxious to avoid a major industrial dispute and 
for this reason would welcome a reopening of negotiations 
between the employers and the unions. But a concession 
by the employers large enough to satisfy the unions might 
finally destroy the policy of wage stabilisation. Earnings in 
the engineering industry are well above the national average, 
although the minimum rates are not high. Possibly the way 
out of the approaching deadlock is for the Ministry to take 
the lead in bringing both sides together to agree, not on an 


all round increase, but on a revision of the wages structure. 


te “* * 
Private Members’ Time 


The House of Commons was right to put up at least 
a token resistance on Monday when the Government put 
forward its proposal to limit private members’ time in the 
present session to five Fridays after Easter, on which motions 
will be discussed. This is not as satisfactory as the arrange- 
ments made last session, when time was set aside for private 
members’ Bills on a limited number of Fridays before and 
after Easter, but the Government can argue that the restora- 
tion of motions is as far as they could be expected to go 1n 
a session which has begun too late in the year for any 
private members’ Bill to have a chance of passing. The 
Select Committee on Procedure, which reported in 1946, 
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recommended the restoration of private members’ time not 
only for motions but also for Bills and not only on set days 
but also by a restoration of the Ten Minutes Rule. This is 
the rule under which a private member could move a motion 
for leave to bring in a Bill at the beginning of public business 
of the House on Tuesdays and Wednesdays, and could make 
a speech supporting it for a period of ten minutes. The 
same time was allowed to a speaker wishing to oppose the 
measure. 


The brief debate which followed Mr Morrison’s motion 
on Monday gave a number of members an opportunity 
to remind the House that all the time of the Commons is, in 
fact, private members’ time, and that it is the Government 
rather than private members who are seeking a concession. 
It was pointed out that the introduction of private 
members’ Bills give many young MPs valuable experience, 
and a sense of playing their own full part in the affairs 
of parliament. The list of private members’ Bills which 
has reached the Statute Book is impressive, and many of 
them, although of minor national importance, have an 
intimate bearing on the day-to-day life of the people. The 
restoration of the private members’ motion will introduce 
a welcome variety into the subjects for parliamentary debate, 
although its place has to a certain extent been taken by the 
nightly adjournment debate. But pure debate with no bearing 
on legislation is apt to be an emasculated affair, and Mr 
Morrison will do well to show his respect for the House by 
reintroducing time for private members’ Bills at the earliest 
opportunity. 

* * * 


Rival Techniques of Planning 


A PEP broadsheet on the technique of planning* does 
the public a real service by pulling together and comparing 
three recently crystallised views on this subject ; those of 
Professor Arthur Lewis, author of “The Principles of 
Economic Planning,” of Mr T. Balogh, author of “ The 
Dollar Crisis, Causes and Cure,” and of the United Nations 
experts responsible for the report on “ National and Inter- 
national Measures for Full Employment.” The comparison 
is illuminating in more ways than one. It is not, perhaps, 
so very surprising that the politically neutral United Nations 
experts should, in their views on the role of physical controls 
and authority generally, occupy a middle position between 
the two Fabian authors; Professor Lewis belongs to 
the Liberal wing of the Fabian Society, Mr Balogh to the 
illiberal. One might have expected some comment on 
the administrative and political feasibility, as well as on the 
economic merits, of the rival approaches. The Uno report 
treads warily—as the broadsheet pertinently points out, 
it shows signs of having been written with more than one 
eye on the United States of America; Professor Lewis 
regards planning by direction as inevitably creaking and 
inefficient ; Mr Balogh, while characteristically outspoken 
on the “sluggish vegetation” encouraged by ill-conceived 
controls, has almost unlimited faith in an ideal bureaucracy’s 
power to devise and administer an ideal system. But on this, 
surely the crux of the matter, PEP reserves judgment ; 
reserves it literally, against the completion of its own major 
study on the translation of planning into practice. 


Indeed, one of the most striking features of this compara- 
tive survey is its emphasis on unanswered questions and 
unsolved dilemmas. These are stated with admirable terse- 
ness. “If overseas markets are to be held, costs must be 
got down ; if internal stability is to be maintained, they 
must be got down without deflation.” That might have 
been the text for Mr Balogh’s “ Dollar Problem.” It cer- 
tainly poses in its essence the British—and also the Euro- 
pean—economic conundrum. It is arguable, however, that 
a deeper contradiction underlies, and gives rise to, this 
dilemma. The objects of planning, “as,” says the broad- 
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sheet, “the three books would agree, include domestic 
economic stability at as high a level as possible, whether 
this is expressed in terms of the standard of living or of 
employment.” There is a growing body of evidence to 
suggest that at a certain level (allowing for the particular 
Structure and circumstances of the economy concerned) a 
choice must be made between the “ terms ” in which stability 
is expressed. No light is cast, whether by PEP or the authors 
discussed, on the factors determining that level or the circum- 
stances determining the choice. 


+ * * 


Greeks without Government 


The widespread hopes that the Greek elections would 
lead to a more broadly-based and efficient government have 
so far proved illusory. Some sort of coalition seemed 
inevitable, since none of the competing parties gained more 
than 25 per cent of the votes ; and after the failure of Mr 
Tsaldaris, as leader of the largest (Populist) party, to form a 
government the way seemed clear for putting into effect the 
agreement reached by the leaders of the three chief centre 
parties. This provided that Mr Venizelos (Liberal) and Mr 
Papandreou (Democratic Socialist) should both serve in a 
coalition under General Plastiras (Union of the Centre). 
Unfortunately it was Mr Venizelos who was next summoned 
to the royal palace. He proceeded to repudiate his under- 
standing with the other two centre parties and to form a 
minority government composed, with one exception, entirely 
of Liberals. As this government is dependent for survival 
upon the suppor: of the Populists and other right wing 
groups, the Greeks are back exactly where they were before. 
The only difference is that the ultra conservative influence 
of the Populists is exercised from without the cabinet instead 
of from within. 


Mr Venizelos justified his action on the quite inadequate 
grounds that it was imperative that a “ political” govern- | 
ment should take over immediately from the caretaker 
government of Mr Theotokis. He may have come to regret 
and discount his first impulse that the swing to the left in 
the voting made it essential to bolster up the position of the 
Liberal party by alliances with parties further to the left ; 
and he must have been encouraged in his regrets by the 
peculiarities of the proportional representation system which 
allotted to the Liberals eleven more seats than to General 
Plastiras’ party, although both polled roughly 17 per cent of 
the votes. It is indeed easy to exaggerate the extent of 
the swing to the left, but there can be no doubt that Mr 
Venizelos’ government, although constitutionally justifiable, 
does not provide anything like adequate representation of 
the views expressed at the polls by a majority of the Greek 
people. The Liberal deputies themselves, having refused 
an open alliance with the Populists have already shown them- 
selves most reluctant to depend on them. 


Pressure of another sort is being brought to bear on Mr 
Venizelos. A letter to the Greek Premier, from Mr Grady, 
the American Ambassador, said that, although the Greeks 
have been successful in the fields of military security, relief 
and physical reconstruction, the effort to make Greece self- 
supporting “has hardly begun.” He believed that “only a 
stable and efficient government supported by the people and 
by Parliament” would be able to administer the economic 
recovery programme with the necessary courage and firm- 
ness. He stated bluntly that he could not conscientiously 
approve the allotment of further funds to Greece “ until 
the Greek government has made basic and binding decisions 
which will assure the success of the purposes for which the 
funds are intended.” Mr Grady has done well not to be 
deterred by any delicate scruples from making the American 
position absolutely plain. The American stake in Greece 
is now large. Moreover, he is only asking the Greeks to do 
what it is patently in their interest to do. By their past aid 
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to Greece the British have also earned the right to have 
their views considered. In the pest, their interventions, 
though well intended have often ill timed. On this 
occasion they should not let the occasion slip back to Mr 
Grady’s initiative. 

* * * 


King Abdullah’s Elections 


The Arab League and the whitewashing of disagreement 
are becoming synonymous. At its recent meeting in Cairo 
the vagaries of Egypt and Jordan were enough to baffle any 
onlooker. They are explicable only if it is remembered that 
every delegate who votes for a unanimous resolution nurtures 
in his heart some inter-Arab feud, which may at any moment 
become an obsession, swaying his speech and even his action. 


Disagreement between Jordan and the rest of the League 
had been apparent for weeks. King Abdullah of Jordan who, 
in a kingdom that is handicapped by its inland position, 
cannot afford hatred of Israel as easily as can distant Iraq or 
Saudi Arabia and had been negotiating on his own with the 
Israelis. He had even initialled an agreement with them 
which amounted to firmer armistice conditions leading to the 
resumption of trade. Meantime Egypt, backed by Saudi 
Arabia, had a further grievance against him. Jordan is 
holding elections on April 11th in which Arab Palestine, 
which it is administering, will take part. Egypt and Saudi 
Arabia disapprove of a greater Jordan ; so, as a counter move, 
Egypt invited representatives of the powerless “ Gaza govern- 
ment of independent Arab Palestine ” to attend the League 
meeting, and the Egyptian press published in abusive style 
some letters suggesting that the King had been parleying with 
Jews even at the height of the Palestine war. Naturally, 
Jordan refused to come to Cairo, and the rest of the League 
settled down to drafting a resounding resolution to expel any 
member who signed a separate peace treaty with Israel. At 
the eleventh hour King Abdullah, who has never yet contem- 
plated anything as final as this, outmanceuvred the League by 
sending a representative to vote for their resolution. The 
Jordanian elections will proceed as planned. 


* 


What is to be deduced from this involved picture ? The 
“Gaza government” must have gone home discomfited ; 
so far King Abdullah’s stroke of diplomacy proved masterly, 
At the same time it becomes clear that, once the Jordanian 
elections produce a parliament composed, as to about half 
its members, of relatively educated Palestinians, King 
Abdullah is bound to pay more attention to constitutional 
niceties than he has in the past. He himself has recognised 
that his former highly personal, and often effective, methods 
will no longer be feasible. He has announced that his 
cabinet will in future be responsible not to him but to 
parliament. This, on paper, is “ progress,” but whether it 
becomes progress depends in fact on the Palestinian deputies. 
Some good men are standing who have learned politics in 
adversity. But their handling of a difficult situation will be 
an advance on the King’s only if their experiences have taught 
them to face facts. If they succumb to the Arab League 
weakness—so manifest in the Iraqi, Syrian and Egyptian 
parliaments—for conducting politics on a basis of emotion 
and rhetoric their activity will be retrograde. 


* x * 
Fabians on Broadcasting 


The Fabian Society has published the evidence sub- 
mitted by one of its research groups to the Beveridge 
committee which is investigating the future of broadcasting. 
Like all Fabian publications, the pamphlet is vigorous and 
well reasoned. It is very refreshing to find that even 
Socialists, who usually have a strong bias for “ central 
control,” if not, in so many words, for monopoly, are now 
convinced that it is dangerous and unhealthy to have a 
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monopoly, even a publicly owned one, of such a powerful 
medium of expression as broadcasting. There has obviously 
been a sharp awakening of public opinion on this issue jn 
recent years, and it will be very interesting to see what the 
Beveridge committee will have to say on it. 

The Fabians are, of course, o to commercial broad- 
casting (i.e., to advertising); ng else was to be expected, 
and almost everybody will agree with them. They are also, 
however—and here doctrinal prejudice surely rears its ugly 
head—equally opposed to “ competition,” at least “as found 
in industry or commerce.” They cannot, therefore, propound 
the obvious and sensible alternative to a monopolistic BBC, 
which is to have several broadcasting concerns with equal 
opportunities of contending for the listener’s favour. Their 
separate corporations are to be deliberately unlike each other, 
so that there is “ diversity of outlets ” without competition. 


This leads them into some very queer and contorted 
proposals. There is to be one corporation taking over the 
present Light and Third Programmes, which would be 
nationally broadcast. A second corporation would start with 
the present Home programmes, but with instructions to break 
them down, with the aid of very high frequency broadcasting, 
into a large number of autonomous local and regional services, 
Overseas broadcasting and television would be the concern 
of two more separate corporations. The authors do not seem 
to appreciate that the effect of their proposals would be to 
make the National Light programme almost completely domi- 
nant, as it would have no rivals able to compare with it. 
Local programmes are almost inevitably bad programmes, 
for it is only in the very largest centres—in Britain, only in 
London—that there is enough even tolerably good pro- 
gramme material, not for an occasional display of local talent 
but for 120 hours of broadcasting a week. 


There may be something to be said for the separate 
administration of overseas broadcasting, since it has to be 
separately paid for, but it would be much harder to run if 
it could not call upon the programmes of a domestic service 
for a large part of its time. For the permanent separation 
of television from sound broadcasting there is nothing to be 
said whatever. If the two techniques had happened to be 
invented at the same time, nobody would ever have thought 
of providing separate services for them and to have a separate 
television service inevitably leads to the programmes being 
chosen to show off the technique, instead of the technique 
being the servant of the programmes. The future programme 
will surely be one that uses vision when, and only when, it 
adds something, just as sound broadcasting uses music today. 
In this part of their recommendations—and in their anxicty to 
get rid of the Director-General—the Fabians appear to have 
allowed themselves to become the mouthpieces of some of 


a jealousies that rage, or have raged, within the 


The Achilles heel of the Fabian proposals is, as often 
happens, finance. The Lord President is not only to appoint 
the boards of the four corporations, he is to decide what the 
income of each shall be and answer for them in Parliament, 
as well as setting up a controlling body. Here is “ central 
control” coming back with a vengeance. It might well be 
much worse than monopoly. 


* * x 
Health Statistics 


_ The Ministry of Health’s annual reports are of purely 
historical interest since most of the information in them is 
more than a year old-by the time they appear. The latest 


report, for instance, which was published at the end of last 
week (Cmd. 7910), covers the year ended March 31, 1949; 
but the statistics referring to the state of the public health 
go no farther than the end of 1948. Nevertheless, some of 
these are worthy of record. The death rate fell from 12.3 pct 
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1,000 of the total population (including members of the 
armed forces) in 1947 to 11.0, the lowest annual rate ever 
recorded. Another record was set up by the maternal 
mortality rate, which fell to 1.02 per 1,000 total births, 
compared with 1.17 in 1947 and 3.1 in 1939. Most striking 
of all, however, was the further fall in infant mortality, which 
was 33.9 per 1,000 live births, compared with 41.4 in 1947. 

These statistics, particularly those for infant mortality, 
are striking enough to promote speculation about their causes 
and as to whether the favourable trend will continue. The 
crude death rate is affected by the fact that the population is 
ageing. Obviously it cannot be expected to fall indefinitely, 
and indeed in 1949 it was 0.7 per cent higher than in 1948. 
The comparative mortality index, on the other hand, which 
makes allowance for the changing age composition of the 
population, may well continue to decline. Compared with 
1938, which had the lowest mortality of any year before the 
Second World War, 1948 showed a decline of 20 per cent in 
the comparative mortality index. The maternal mortality rate 
may also improve with the extension of the maternity 
services, for the confidential reports received by the Ministry 
of Health on §81 of the 809 maternal deaths in 1948 suggest 
that 37 per cent of them were avoidable. 


The greatest cause for speculation is the infant mortality 
rate. As the accompanying charts show, the fall in this 
rate has been going on throughout the century and is common 
to other countries. Part of the exceptionally sharp fall in 
1948 may be attributable to the very healthy weather 
in that year, as compared with 1947. (In 1949, when the 
first quarter, which accounts for the highest number of 
infant deaths, was again mild, the rate fell to 32.) It may 
also be attributed to the fall in the birth-rate and the con- 
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sequent diminution in overcrowding of maternity accommo- 
dation, which is reflected in the fall in the number of cases 
of infantile diarrhoea. What is quite wrong is to ascribe all 
the improvement in the rate to the Government’s food policy. 
The principle of “ fair shares” has doubtless prevented the 
secular decline in infant mortality from being checked by the 
war and food shortages, and since the war it may well have 
accelerated the decline. But it is worth pointing out that 
the mothers of today’s healthier babies were themselves 
brought up in the days of mass unemployment, and might 
well be thought to have suffered lasting damage thereby. 
Obviously the infant mortality rate is a complex of long-term 
and short-term factors, and it is absurd for either party to 
use the decline for electioneering purposes. 


* * * 


Higher Assistance Scales 


The announcement made on Tuesday by Dr Summer- 
skill, the new Minister of National Insurance, that increases 
are to be made in the scales of national assistance payments 
had no connection with the higher food prices announced 
by the Minister of Food on the following day (discussed 
on page 787). It has always been an obvious corollary to a 
cut in food subsidies that compensation should be given by 
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way of higher assistance payments to those who are, in 
theory at least, without other means of supporting themselves, 
but the new increases were apparently decided on some 
time ago. 

Details of the increases will not be known until after the 
recess. Some indication of their extent was, however, given 
by Dr Summerskill, who said that the weekly rate for single 
householders will be increased from 24s. to 26s. a week and 
for a married couple from 4os. to 43s. 6d. There will be 
corresponding increases in other rates, that is, for children, 
persons who are not householders and the blind and 
tuberculous who are on special scales. On the face of it, the 
increases are not large. Nevertheless, they are significant. 


The standard rate of insurance benefit for the sick, the 
unemployed and the old is at present 26s. a week for a single 
person and 42s. for a married couple. When this figure was 
fixed in 1946, it was hoped that it would be high enough to 
give most of those receiving benefit an adequate standard 
without their having to have recourse to the National 
Assistance Board for assistance payments to supplement 
their benefits. The new scale rates for assistance, which 
mark the level of income considered essential for subsistence 
(exclusive of rent), are thus a frank recognition that the 
insurance benefits can provide that subsistence standard and 
no more—indeed, for a married couple the rate of benefit 
is now to be less than what is considered adequate for 
subsistence. 


Once this happens, once insurance benefits payable as of 
right fall behind assistance payments payable after a test of 
needs, there is a danger that the pressure to increase insurance 
benefits—particularly contributory old age pensions—will 
be intensified. Yet any increase in benefits would have to 
be accompanied by an increase in contributions, which is 
almost certainly out of the question—at least so long as the 
flat rate principle is maintained. At the time that the National 
Insurance Bill was before Parliament, Government speakers 
and others emphasised that the cost of living must be kept 
down to maintain the value of the insurance benefits. The 
increase in the assistance scales announced less than two years 
after the social security scheme came into force is a measure 
of the Government’s failure to ensure that the scheme is 
fulfilling its main purpose—to provide freedom from want for 
the great majority without the imposition of a test of needs. 

* x * 


American Bases in Japan 


Reports from Japan indicate that the surface lacquer of 
docility in surrender is wearing thin and even cracking. The 
strongest and most open hostility is now expressed towards 
United States policy on the question of future military 
bases in Japan. On this issue, Japanese liberals, pacifists, 
old-style nationalists and Communists are all joined in a 
strange unofficial alliance to stir up public opinion against 
the retention of United States bases on Japanese soil “in 
any circumstances or under any pretext.” Basing their 
argument on Japan’s new pacifist constitution, they insist 
that Japan must follow a course of inviolable neutrality, and, 
to use an unhappy phrase of General MacArthur’s, must 
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become “ the Switzerland of Asia.” Some Japanese who have 
been genuinely influenced by post-war pacificism imagine 
that even an unarmed Japan could be neutral, but others, 
observing that Swiss neutrality is sustained by a very 
efficient military force, couple the demand for American 
withdrawal with a claim for a new Japanese army. 

There is no secret about the present intentions of the 
United States. They are to maintain air, naval and military 
forces in Japan so long as there is any possibility of war with 
Russia. Yokosuka naval base, at the entrance to Tokyo Bay, 
four air bases, each capable of carrying the largest bombers, 
and camp facilities for at least four divisions of United States 
troops, are to be developed in Japan itself. In addition, 
Okinawa is to be expanded as an air base. The United 
States may offer the Japanese some sort of quid pro quo for 
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these bases, but they are not likely to be shaken from their 
determination to establish them. 

The Japanese objection to the bases is to some extent 
linked with the increasingly vociferous demands for a peace 
treaty. Nothing is more certain than that in a conference 
including Russia and Communist China, insistence by the 
United States on retaining these bases, though supported by 
most of the nations not belonging to the Soviet bloc, would 
wreck the prospects of agreement at the outset. Japanese 
industrial and commercial circles are not attracted by the 
idea of a peace treaty to which Russia and China would not 
be signatories, for their desire to recover old markets in 
China is pulling them towards the Soviet orbit, in spite of 
their dislike of Communists on the home front. 

The present Japanese mood—which has been fostered by 
the recent relaxation of American occupation controls, taken 
as a sign that the Americans are on their way out and can 
safely be attacked, at least verbally—is confronting American 
policy-makers with a difficult problem. The more manifest 
are the symptoms of a revanche spirit in Japan, the more 
necessary it is not to leave this dangerous nation to its own 
devices yet to hold bases in a foreign country without its 
willing co-operation is a serious matter both from a political 
and a military point of view. 


Shorter Notes 


There are, it seems, over a hundred methods (and com- 
binations of methods) of heating hot water in use in British 
houses according to an “Inquiry into Domestic Hot Water 
Supply in Great Britain” (HMSO, 1s.), and the thorough 
badness of much of British housing is suggested by the 
figure of households having no bath whatever—12 per cent ; 
and by the additional 26 per cent who heat their bath-water 
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wholly or partly in pots and pans on the kitchen stove. 
Some careful statistical analyses of the “extent of satis. 
faction with hot water supply” are presumably indaaded to 
guide future building. But the position of the housewife 
passing judgment on the day-to-day functioning of the system 
she finds already installed in her house is widely different 
from that of the builder—whether a private speculator or a 
local authority—who has to consider not only running costs 
but capital expenditure when deciding what system to instal, 
The housewife who grumbles at having to light the living 
room fire on a summer’s day to heat bath water has often 
only the vaguest idea of the relative running costs of more 
convenient systems, and no knowledge at all of the costs of 
installation. Perhaps an intelligent architect may be able 
to gather from this document what heating systems will 
prove “ satisfactory” in future; it is far from clear to an 


economist. 
* 


In a table published by the ECA Mission to the United 
Kingdom which appeared in The Economist of last week, 
page 695 (table IV) some errors in the original calculations 
when putting the estimates on a weekly basis were repro- 
duced. For the approximate taxes paid by lower income 
families per family per week, the amount for death duties was 
incorrectly given as 0.6 shillings—the figure should have been 
about 0.08 shillings. The total of 14:0 shillings was correct, 
income tax being 8.2 instead of 8.0 shillings and national 
insurance 5.7 instead of 5.4 shillings. 


German Unity 


The Berlin Correspondent of The Times tells us “ that 
the present difficulties and divisions of Germany make 
the degree of union obtained under the old Confederation 
appear an enviable and a better defence against Russian 
influence than anything at present likely to succeed it, 
though of that old Confederation Russia was one of the 
chief founders.” That is a lamentable consequence of the 
political changes proposed in Germany, amidst internal 
peace, in the course of the last year. By more than one 
writer the effect is distinctly traced to the ambition of 
Prussia, and the attempts she has made, under the pretext 
of promoting union, to incorporate the small powers with 
her. . .. The greater part of the German politicians 
acquired the rudiments of their political opinions during 
the career of Napoleon, and all of them are deeply 
impressed with ideas of the splendour and power he 
achieved. His success in Germany has stamped his image 
on their hearts ; they still fear the power of France, they 
may be still said to be influenced by him, and in imitation 
of him they pant after union as a means of political great- 
ness. ... The Bonapartean politicians of Germany and 
Italy, whé disturb the whole continent in pursuit of some 
objects of personal ambition, clothed under an august 
name, are amongst the worst enemies of their countrymen, 
though they mean well. They are not malignant—they 
are merely ignorant and hot-headed. They pretend to 
give the people security and prosperity, and their first 
measures put a stop to industry, and render property and 
life unsafe. Nor is the present injury they inflict at all 
likely to be repaired by future benefits. Uneasiness and 
alarm spread from Naples to Berlin have a sinister effect 
on our welfare, and they destroy, for the time at least on 
the Continent, all that confidence in the continuance of 
order and peace which a Government is constituted to 
preserve. In that there is no delusion ; and in stating 
as much, we have no other purpose to serve but to 
exemplify the close connection betwixt the peace and 
prosperity of all nations, and encourage our Government 
to do all that lies in its power to check dissension now 
and for ever in other States, because that injures the 
prosperity of our own people and diminishes our revenue. 


Che Economist 


April 6, 1850 
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Books and Publications 


A Gallant Army 


“ Histoire de la Premiére Armée Francaise ; 
Danube.” 
Plon, Paris. 


Rhin et 
By General de Lattre de Tassigny. Librarie 
671 pages. 

To make the history of a single army sufficiently interesting 
to the ordinary reader without omitting the details its former 
members will demand, yet to set it in its proper context within 
the whole campaign, is difficult enough. General de Lattre has 
had the additional problem that the history of the Army he 
founded was an important aspect of the resurgence of France 
itself and that a purely military, humdrum-and-trumpet 
account of its campaigning from North Africa to the Danube 
would miss at once the purpose and much of the explanation 
of that hard-wrought success. Through these difficulties he 
has navigated a remarkably apt course aided by his notable 
ability to write clearly and at times eloquently, and by a 
decision not to reopen old sores or to introduce more political 
and psychological detail than his narrative required. 


Operation “Dragoon” (the Allied landing in Southern 
France) shared with other invasions a failure to plan in terms 
of the possibility of quick success. The rapid success on the 
beachhead encouraged de Lattre to take decisions either 
“contraire au Planning” or as quick tactical substitutes for its 
inadequacies. The French therefore crossed to Avignon 
lest they became “trapped” behind the Americans in what 
turned into a 700 km. pursuit up the valleys of the Rhone 
and Saone. With the American capture of Strasbourg the 
French found themselves allotted the role of right flankguard 
and their reluctance to accept it is a recurring motif of this 
book. Its potential unimportance raised questions at once of 
strategy and of prestige ; and de Lattre would seem generally 
to have had the better of both worlds. In the decision not to 
abandon Strasbourg in December (when demands in the 
Ardennes argued a shortening of the thinning southern line), 
militarily he was surely right. Time and again, when the 
orders he received entailed “le gauchissement de toute notre 
manauvre,” there followed a French pincer movement on 
H.Q., Sixth Army Group with de Gaulle as one arm via Shaef, 
de Lattre himself the other, with “ mes interventions quasi 
permanentes auprés de général ‘Devers.” It is one of the 
many merits of his book that the French commander is so 
ready to appreciate the American point of view throughout all 
this ; and it is continually evident, too, that the Americans, 
often perhaps sorely tried by French importunity, revealed a 
comprehending generosity which de Lattre repaid in affection. 


The most interesting part of the book deals with the early 
fighting in the Vosges and the successful deception in the 
sector of the Doubs, but the most important and necessarily 
the lengthiest contribution concerns the Colmar pocket. In 
that phase the French Army felt at its loneliest. Morale was 
already affected and there was a growing feeling that France 
was insufficiently interested in her First Army; moreover, 
Sixth Army Group was then the least important of the three 
Army Groups, while the French, holding a sector from the 
Swiss frontier to just south of Strasbourg, were badgered 
to send troops to the Atantic ports still in enemy possession. 
De Lattre persisted in the necessity of maintaining the offen- 
sive, however inadequate the means, to eliminate the pocket. 
To close to the Rhine would be to economise in troops. To 
this decision was added the desire not to be left out of, and 
therefore to secure quickly a springboard for, the invasion of 
Germany itself. This time, however, the eventual gauchisse- 
ment was most acceptable and the French were left in 
possession of the one Rhine crossing, north of Germersheim, 
suitable at once to their purpose and their limited equipment. 
The ingenious Freudenstadt operation soon followed, to free 
Strasbourg from its long bombardment and cut off the 
German garrison in Stuttgart from outside aid. When the 


French Second Corps invaded Wirttemberg, the First crosseq 
the Danube into Bavaria to block any German retreat to a 
possible Alpine redoubt. 


The victories of the “Rhine and Danube Army” earned 
it that title, but they were not enough ; in the wry account 
of the ludicrous armistice celebrations in Berlin a note of proud 
inferiority, hitherto submerged in the sweep of the narrative, 
wells up. 


American Appeasement 


«“ Conflict in the Far East; American Diplomacy in China, 
1928-1933.’ By James William Christopher. EF. J, 
Brill, Leiden. 333 pages. 14.50 guilders. 

THE concept of “appeasement” is associated in the British 

mind primarily with Anglo-French policies towards Nazi 

Germany up to and after Munich. For an American, however, 

the association is rather with Washington’s dealings with Japan 

in the years before Pearl Harbour. This book, by an American 
historian, shows in detail how Far Eastern affairs were handled 
by the American Government during the critical period of the 
two Manchurian crises of 1929 and 1931, when Mr Stimson 
was Secretary of State. The extreme isolationism of those days 
is a far cry from the America of 1950; indeed, it is only by 
reading such a well-documented account of diplomacy under 

President Hoover that one can fully realise how far America 

has travelled politically in less than two decades. Dr 

Christopher is a Texan and does not spare words where he 

thinks condemnation is due; he has things to say about his 

own country’s record which would be offensive to Americans 
if said by an Englishman, but after all that has been written 
about Munich in Britain, it is only fair that self-criticism of 

a similar order should be undertaken on the other side of the 

Atlantic. Both Britain and America have learnt wisdom, but 

they learnt it late and at great cost, and there can be no better 

way to ensure that the lesson has been fully learnt than a 

serious study of past mistakes. 


The American State Department deserves the highest praise 
for the promptness and completeness of its documentary 
publication, which includes, for the period treated by Dr 
Christopher, not only diplomatic despatches, but also such 
things as the vividly revealing telephone conversation in which 
Stimson instructed Gilbert, the American Consul in Geneva, 
to withdraw from participation in the meetings of the League 
of Nations Council on the Sino-Japanese dispute in October, 
1931. Dr Christopher makes extensive verbatim quotations 
from his documents which gives his book a strong flavour 
of contemporary day-to-day drama in the events related. His 
work is particularly valuable as a contribution to the diplomatic 
history of the inter-war period in that it links up the crisis 
caused by Japanese aggression in Manchuria in 1931 with the 
relatively little-known Russo-Chinese conflict of 1929, when 
Russia carried out a military invasion of Manchuria almost 
without being noticed by the world at large. For the reader 
of today the language of some of the Russian diplomatic notes 
quoted in this volume will have a strangely familiar ring. 


International Law 


“ The North Atlantic Treaty, The Brussels Treaty and the 
Charter of the United Nations.”’ By Sir W. Eric Beckett. 
Stevens. 72 pages. os. 6d. 


THE substance of this little book by the Legal Adviser to the 
Foreign Office is an address to the International Law Associa- 
tion in May, 1949. His primary purpose is to examine the 
juridical consistency of the North Atlantic Treaty with the 
Charter, although he also makes interesting observations © 
legal aspects of the Dunkirk Treaty, the Inter-American Treaty 
of Reciprocal Assistance, the Brussels Treaty and the Anglo- 
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Soviet Alliance. The legal exposition occupies half the book 
ind the other half contains the texts of the relevant passages 
of the various instruments. 


Escape from the veto, as is well known, was sought in 
Article 51 of the Charter which reserves an inherent right of 
individual or collective self-defence, if an armed attack occurs, 
until the Security Council has acted. This article requires an 
immediate report to the Security Council of measures taken 
in self-defence but not its prior authorisation. Great Power 
unanimity is thus needed not for putting in motion measures 
of self-defence but for stopping them. 


The North Atlantic Treaty accordingly took the form of a 
pact for mutual assistance in collective self-defence under 
Article 51. The Treaty, although almost its every line pro- 
claims an intention to work within the security system of the 
Charter, has been impeached as legally inconsistent with the 
Charter. The main argument is that it sets up a “ regional 
arrangement” within Chapter VIII and that under Chapter 
VIII “enforcement action” is only permitted with the prior 
s5uthorisation of the Security Council. Moreover, the Council 
is to be kept informed of all “activities” for the maintenance 
of peace in contemplation under a regional arrangement. The 
Treaty does not envisage reference to the Council of plans for 
future defensive action under Article §1. 


The author, like the Government in parliament, denies that 
the Treaty constitutes a regional arrangement. He puts his 
case rather high in maintaining that provision for enforcement 
action against one of its own members is the hall-mark of a 
regional arrangement. It is certainly arguable that Chapter 
VIII is only concerned with arrangements providing some 
machinery for dealing with disputes internally between mem- 
bers whereas the Treaty provides for defence against an 
outsider. It may also be questioned whether there is any 
difference in law between the Treaty and the bilateral treaties 
of mutual assistance which are a feature of the Soviet Union’s 
diplomatic technique. Is there, legally, any real distinction 
between a defensive system secured by a criss-cross network 
of bilateral treaties and one secured by a single multilateral 
treaty ? 

The concept of “regional arrangement” was, however, 
deliberately left vague at San Francisco and opinion abroad 
has been less certain that the Treaty is altogether outside the 
concept. But, even if there is an element of doubt whether 
the Treaty constitutes a regional arrangement, this does not, 
says the author, mean that “ activity” under the Treaty tased 
on Article 51 is brought within the provisions of Chapter VIII. 
At San Francisco self-defence was carefully differentiated from 
“enforcement action.” While the latter was to be controlled 
by the Security Council, self-defence was expressly reserved 
as the inherent right of every state. Moreover, the right of self- 
defence was deliberately taken out of the “ regional arrange- 
ments ” Chapter VIII, thereby clearly freeing it from the con- 
ditions imposed in regard to regional action. The irony is 
that the Soviet Union itself proposed the exclusion of Article 51 
from Chapter VIII. 

The value of Sir Eric Beckett’s book is not limited to the 
light that it throws on the North Atlantic Treaty. In these 
few pages he skilfully draws the legal pattera of the various 
collective defence arrangements which have arisen in the 
western world since San Francisco. 


The Economics of Freedom 


“Economic Problems in a Free Society.” By H. D. Dick- 
inson, H. B. Acton, Henry Smith, Michael Polyani and 
G. D. N. Worswick. Central Joint Advisory Commit- 
tee on Tutorial Classes. 84 pages. 


THIS booklet, providing a revised transcript of the addresses 
delivered at a refresher course for tutors arranged in April, 
1947, by the body responsible for its publication, suffers com- 
paratively little from the long delay in its appearance. It does, 
however, tantalise the reader by its incompleteness; the busi- 
ness of each paper is to initiate discussion, and of that dis- 
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cussion, there is inevitably only a sketchy indication in Mi 
Dickinson’s summing up. 

That summing up contains a useful reference to “ social 
equality, or social inequality, which has been like a ground- 
bass throughout the whole series of discussions.” One could 
wish that someone among the speakers had squarely faced the 
implications of that “ ground bass.” Mr Dickinson denies that 
consumers’ freedom of choice is genuine freedom in the 
absence of equal incomes ; Professor Acton, discussing the 
diminution of freedom through coercion, agrees with his inter- 
pellants that loss or diminution of livelihood is coercion only 
second to the constraint of physical force, and therefore incom- 
patible with freedom. The implication is that men can only be 
free when economic causes (and indeed, why only economic ?) 
cease to have effects. The self-employed smallholder who 
elects to slack is “threatened with diminution of livelihood ” 
through crop failure ; the employed worker who does likewise 
is “threatened with diminuticn of livelihocd” through the 
sack. There is no fundamental difference in their positions, 
in spite of the intervention in one case, the absence in the 
other, of a human decision to be blamed by the irrational. 
If one is unfree, so is the other—and so, presumably, is every- 
one outside the land of Cockaigne. And if it is to be agreed 
that inequality makes nonsense of consumers’ freedom of 
choice, then in the name of freedom the whole apparatus of 
control must be mobilised to multiply whatever differences of 
reward may have been found necessary to elicit, direct and 
intensify special ability. 

To point out this unresolved absurdity, however, is not to 
deny the value of the shrewd analysis and stimulating specula- 
tion in which all five papers are rich. This is a more impor- 
tant document than its unassuming format would suggest. 


Norway Now 


“The Norway Year Book.” Fourth Year of Issue, 1960. 
Edited by Sverre Mortensen and A. Skoien. Johan 
Grundt Tanum. Oslo. 419 pages. Kr. 22.50. 


“The World of the Norseman.” By Odd H6laas. Bond 
Publishing Company, London. 96 pages. 7s. 6d. 


Goop books in English on Norway—in particular books written 
since the war—are rare. But no one who has access to this 
latest edition of “The Norway Year Book” and who reads Mr 
HGlaas’s short volume can safely plead this deficiency any 
longer in exculpation of his ignorance. “The World of the 
Norseman ” is an excellent little book, lucid, informative and 
well-balanced—except for some rather undergraduate remarks 
about Norwegian art bursting “the narrow, middle-class 
bounds of easel painting” and a tendency to accept too 
uncritically the official record of development in postwar 
Norway. In spite of compression, Kittle of importance is left 
out, all that is included is easy to read and the salient points 
of recent developments are given due emphasis. Mr Hoélaas’s 
treatment of the Resistance movement, with its essential respect 
for the law, of the effect of the war on the status and outlook 
of Norwegian politicians, and of the mentality and treatment 
of the quislings is particularly good. € 


The background, almost the raw material, of “The World 
of the Norseman” is provided in good measure and ample 
variety by the new edition of “The Norway Year Book,” the 
first since 1938. It is a factual work, a miniature encyclopedia 
of Norway packed with a bewildering mass of information 
and for reference rather than reading. Indeed it might be 
said to attempt to cover too much ground. In the effort to 
supply some information on subjects as diverse as the best 
fly for fishing particular rivers, the growth of the trade unions, 
Norwegian explorers, foreign trade, and the Ice Age, the 
mixture is sometimes spread rather thin. Moreover, with the 
aim of achieving that impartiality which its official imprimatur 
demands the book is sometimes so impersonal as to be unsatis- 
factory. In the section on the press, for example, no paper is 
mentioned by name and the whole matter is treated in too 
academic a manner. 











Not So Divided 

Sir,—Mr Sumption’s case for Proportional Representation 
appears to rest on the false thesis that political stability or 
instability is determined by the electoral system. In fact, deep- 
rooted causes rather than superficial electoral arrangements 
account for the multiplicity of parties and weakness of govern- 
ment in France. French politics were no more clear-cut or 
responsible from 1919 to 1927 when the system of “ scrutin 
de liste majoritaire départemental” operated than when the 
Second Ballot was used. The present French system is not 
true PR and according to Mr C. F. Strong in “ Modern Political 
Constitutions ” was “ devised to secure the proportional repre- 
sentation of the three main parties.” The single transferable 
vote system would still further encourage (not cause) the 
emergence of splinter parties. Moreover, to refer to “the 
length of their parliaments ” is misleading. The Lower House 
in France normally runs its full course. It has not been dis- 
solved since the time of President MacMahon. The true test 
is the period of office of Cabinets—and in this, no period in 
French history is much better than another. 


By similar reasoning it follows that the relative stability of 
government in the Scandinavian countries and Eire, for 
example, is also due to deep-rooted causes irrelevant to PR. 


Mr Sumption declares that the arguments against PR are 
purely theoretical. The need for a stable government resting 
on clearly defined principles and offering intelligible solutions 
to clearly comprehended problems has never been more 
obvious than in Britain today. PR would inevitably create a 
minimum of three parties in the House of Commons (other- 
wise, why adopt it?)}—none of which would possess an 
absolute majority. 


At this point, the real weakness of PR is revealed. As the 
late Professor Laski declared, it “substitutes the politics of 
maneeuvre for the politics of policy.” This “ mancuvre” 
occurs not only in Parliament but in the constituency. Principle 
gives way to expediency. Alliances to last, must rest upon the 
broadest—and shallowest—agreement possible. Attempts to 
extend their field of operation leads to their collapse. And 
unless the conventions of our constitution are to be basically 
altered, this must mean dissolution and a general election, not, 
as in France, a mere change of government. The proper field 
for the exercise of influence is upon parties, not through the 
creation of parties ; the proper place for manceuvre is within 
the party, not between parties. Only thus can adequate 
expression of opinions be combined with a strong Executive 
resting securely upon firm support in the Legislature—Yours 
faithfully, H. V. WISEMAN 


The Department of Social Studies, The University, Leeds 
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No Easy Way 
Sir,—I was disappointed to read the veiled suggestion jp 
The Economist of March 4th that the Liberal Party shoulg 
consider the results of the last election as a decisive defeat 
from which they can never recover. This is not my opinion, 
and I doubt if it is shared by very many of the people who 
actually voted for Liberal candidates. 


Although we did not improve our strength in the House 
of Commons, I am convinced that there was a great resurgence 
of Liberal spirit during the year or two immediately prior to 
the election. There can be no doubt that after 1945 Liberal 
strength did decline quite considerably until it reached jts 
lowest point at some time between 1945 and 1950. At this 
point, however, a new Liberal Party was born and has gained 
in strength ever since. 


I myself am a member of a Young Liberal Association which 
has been in existence for nearly a year. During that time we 
have gone from strength to strength and, believe it or not, we 
are still doing so now that the election is over. Together 
with progressively-minded young people throughout the 
country, we are prepared to wait as long as the Labour Party 
did to achieve our object. 


In the meantime, the stronger the Liberal Party, the more 
Libera] the other parties will have to be, and the Liberal Party 
will continue to serve the people of this country by formu- 
lating Liberal policy and putting up candidates.—Yours faith- 
fully, ALAN R. KNIGHT, 

Vice-Chairman, Wembley North 
Young Liberal Association 

14 Forest Gaie, Kingsbury, London, N.W.9 

[The Economist’s remarks on the Liberal Party have contained 
no veiled suggestions of a decisive defeat: the election returns 
proclaim it ro the heavens. What we have suggested is that Liberals 
like Mr Knight, who find a growing enthusiasm for Liberalism, 
may in present circumstances have to consider other means of 
securing a hearing for liberalism in addition to or in place of 
attempts to increase the Liberal representation in Parliament. If 
Mr Knight will study the early history of the Labour Party he will 
see that his analogy confirms our argument.—EpiTor.] 


Commercial Vehicle Prices 


Sir,—Referring to your Note on “Fewer Commercial 
Vehicles” for the home market, I think it worth noting that 
commercial vehicles, of one to two years old of 25 cwt. capacity 
and over have a second-hand value of only 25 per cent to 
70 per cent of list price ; while light vans of 5-10 cwt. selling 
at 50 per cent to 100 per cent above kist price find a ready 
market.—Yours faithfully, E. W. JENKINSON 


64 Carterknowle Road, Sheffield, 7 





We’ S 
/ e’re as Sad.... 
> as sad can be that uncompleted rebuilding 
operations prevent us from welcoming you 
/ at this time but we trust that 


\ Y ow’re as Happy m 


this Easter as it’s possible for anyone 
to be and our hope for all our friends who would like 
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to have come is that we shall be seeing you soon at Sy a 


BURGH ISLAND HOTEL 


which will be opening in a few weeks, bigger and 
better than ever. 
Guests can be met at Plymouth North Road Station. 
Terms from Resident M f 


Telephone : Bigbliry-on-Sea 272 


Burgh Island, Bigbury Bay, $. Devon. 


Jacqmar 


Fine Fabrics 
16 Grosvenor Street, London .W.l 
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AMERICAN SURVEY 





How Much Armed Force ? 


(From Special Correspondents in Washington) 


R LOUIS JOHNSON, the Secretary of Defence, 

leaving Washington to discuss plans for integrating the 
armed forces of the Atlantic Pact countries, left behind him a 
lively argument over the adequacy of the armed forces of the 
United States and over the effects of the changes made since 
he assumed responsibility for those forces a year ago. The 
questions, which the American public has been debating over 
the past month or so and to which it has received a con- 
fusing variety of answers, fall into two main groups. How 
much conversion of fat into muscle has been achieved by 
unification of the armed forces, and by more efficient use of 
available resources within each of the three services? And 
is the maximum amount of muscle obtainable from present 
appropriations sufficient for the security of the United States? 
General Eisenhower, expressing his doubts about the answer 
to the second question a few days before Mr Johnson left, 
came down with at least some of the weight of his much- 
sought opinion on the side of those who argue that chances 
are being taken with the national safety in the interests of 
national economy. 


The principle of military departments run by civilian heads 
is old and honoured ; but often in the past, civilian secretaries, 
frequently unfamiliar with the service they were called to 
head, and always with a minimum staff to help them, have 
been to a considerable extent the prisoners of their profes- 
sionals. This is not true today. Mr Johnson, in moving 
toward economy and integration, has not shown much tact, 
but he has shown considerable courage, and it is not only his 
immediate defenders who agree that there are times when 
abrupt moves are the only way to forestall irresistible pressure 
by entrenched lobbies. When he halted the construction of 
the aircraft carrier United States, he dealt with the bitterest 
form of interservice dispute ; when he closed a number of 
military hospitals, he braved the rage of the Congressmen 
whose districts suffered from the closing ; when he reduced 
procurement, as he has done many times, he faced industries 
—from aircraft to steel plates—skilled in the art of getting 
what they want from the Administration. 


Whether the armed forces, under Mr Johnson, have 
achieved significant economy without sacrificing muscle could 
probably be tested only by a shooting war during the next 
fiscal year. In his first semi-annual economy report to Con- 
gress, the Secretary of Defence estimated that “ savings ” and 
“ reductions ” together, will amount to $1,592 million in the 
fiscal year 1950. He did not separate the two categories. 
One objective appraisal of his figures sets at $210 million the 


‘*‘ AMERICAN SURVEY ”’ is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
are from outside contributors. a printed 
without attribution is prepared in Lond 





clearly identifiable “ savings,” that is, the cases where equal 
amounts of muscle have been obtained for less money or 
more muscle for the same money—by standardising navy 
and air force aircraft radio equipment, for example, with the 
result that twice as many sets can be bought. Clearly identi- 
fiable “reductions” in force or activity are estimated at 
$435 million, while $135 million (which includes money not 
spent because of price declines and so forth) is not clearly 
identifiable as either saving or reduction. The balance— 
about $820 million—involves elements of both. 


There seems little doubt, however, that in many instances, 
in response to Mr Johnson’s demand for economy, the 
services have reduced fat in order to retain muscle. The air 
force has increased the number of aircraft in its bomber 
groups, saving the overhead costs involved in creating addi- 
tional groups. The army has simplified administrative pro- 
cedures and freed officers and men from desk jobs so that 
they might join combat units. The navy and marine corps 
have found means of reducing work “ashore” in order to 
put men on ships, in battalion landing teams and in air 


Squadrons. The army has ten divisions manned at 80 per 


cent or more of wartime strength, and ready equipment for 

} divisions ; the marine corps will retain eight battalion 
landing teams (at 373 per cent instead of 45 per cent of 
wartime strength) in the next fiscal year instead of cutting 
down to six ; new ships—among them an anti-aircraft cruiser 
and an aircraft carrier—are joining the fleet steadily. = 
the other hand, it seems likely that some of the fat left ove 
from the war, when economy was no object, still remains, 
even after nearly five years. 


* 


Unification of the armed forces is in part a matter of assign- 
ments, procedures and procurement. But unification is also, 
and perhaps even more, a matter of personalities. The 
economy-minded Mr Pace has now left the Bureau of the 
Budget to be on Mr Johnson’s staff as Secretary of the Army. 
Until recently, Mr Johnson’s inter-service decisions were 
almost exclusively at the expense of the navy. But lately the 
air force seems to be in the exposed position ; Admiral 
Sherman is presenting the navy’s needs very competently, in 
the joint Chiefs of Staff, and Russian establishment of a 
separate department of the navy, though as yet of greater 
interest to the American navy’s thinkers than its doers, may 
be important in the course of time. Mr Symington’s 
removal—or transfer—from the Department of the Air Force, 
to fill the long vacancy at the head of the National Security 
Resources Board, gave an opportunity to make the last new 
appointment needed for a united defence team at the top 
level, and Mr Thomas Finletter has now been asked to join it. 


At the opposite end of the ladder, from the military and 
naval academies, through cross-education and cross-assign- 
ment amongst the lower ranks of officers, familiarity with the 
other services and work with them is having its effect. Inter- 
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service rivalry and credit-snatching, humanly enough, has 
perhaps undergone less decline at the higher level of colonels 
and captains, brigadiers and commodores, where competition 
for the final galaxy of stars and the ultimate width of stripes 
suddenly grows fiercer. 


Whether or not unification is being achieved and fat 
converted into muscle within the armed forces’ current 
budget of $13 billion, the further question follows: “Is the 
best that can be done on such a budget enough?” The reply 
turns largely on what is meant by enough. If those who 
ask the question are merely weighing the adequacy of US 
matériel against that of Russian matériel, they may come up 
with a fairly satisfactory answer in most categories. If, on 
the other hand, they are weighing what is now in production, 
or in mothballs since World War II, against the best that 
could be devised from present research and development, 
they come up with a very different verdict. 


The difference appears strikingly in the hottest of all con- 
troversies, the number of groups available to the air force. 
Last year, with Congressional aid, the air force burst through 
its budgeted ceiling of 48 groups to an authorisation for the 
70 groups suggested by the Finletter report of 1948. As Mr 
Johnson pointed out early in March, the definition of a group 
has since changed, both in quantity and types of aircraft: 
the number of groups now available—he said 52}—depends 
on assessment of the degree of obsolescence of the main types 
of aircraft the air force now has. Take what is said about 
the B-29. In slightly modified form, in the hands of the 
Russians, the B-29 is held to be a formidable weapon, requir- 
ing additional US defences. As an airplane to be supplied 
to Atlantic Pact countries, it is said to have its merits. But 
when considered as armament for the US air force, it is 
alleged to be on its way out. 

* 


There is also a wide range of opinion on whether the 
United States really has defence “ sufficient unto the hour,” 
as Mr Johnson is so fond of saying. The range is wide chiefly 
because no one knows what the hour is, although no one 
excludes the possibility that it may never strike. But if 
Russia is going to start a war tomorrow, or in 1953, one kind 
of military preparation is required ; if war is ten years away, 
it can be something quite different. Knowledgeable men 
disagree on this, and therefore on what aspect of defence 
should be most emphasised now. General Bradley, in a recent 
speech, told the country reassuringly that cuts have not been 
too deep, but stressed the need for planning for industrial 
mobilisation. Dr Vannevar Bush, the scientist, unwilling to 
accept the fears of some military men that the defence is 
now so powerful that wars will end in stalemate, urges more 
research and development. General Eisenhower, both in his 
important speech and his subsequent Congressional testi- 
mony, underlined his belief that war is neither imminent nor 
inevitable as long as America is militarily strong ; for this 
reason he is concerned at any lack of strength, especially at 
the weakness of Alaskan defence and at the reported lack of 
sufficient funds to equip 48 “ modern” air force groups and 
to provide the navy with “modern” weapons against the 
Russian submarine force. 


As always, these serious discussions go on in the midst of 
economic pressures and political overtones. Some former 
isolationists prefer large military expenditures to appropria- 
tions for foreign aid. The opposition cannot resist exploiting 
public uncertainty and concern. The two central figures 
of the moment, General Eisenhower and Mr Johnson, might 
well emerge as the leading candidates for presidential nomi- 
nation before very long. 





THE ECONOMIST, April 8, 1959 


American Notes 


Back to Bi-partisanship 2? 


The helping hand of Senator Vandenberg has been 
seized with more alacrity by the Administration than by 
certain members of his own party. Mr Truman’s blast 
against Senator McCarthy and his supporters as saboteurs of 
the bi-partisan policy is being accompanied by energetic 
efforts to re-establish friendly relations with those Republicans 
who resent the subordination of foreign policy to domestic 
witch-hunts. Senator Taft, however, obstinately refuses to 
be rescued from the McCarthy morass, though he has given 
his approval to a study of long-range foreign policy ; last 
week he insisted that only the removal of President Truman 
could guarantee the removal of Communist sympathisers from 
the State Department—a preview of the election campaign 
some Republicans would like to wage. 


However, Senator Lodge, the only responsible Republican 
on the committee investigating the McCarthy allegations, 
has moved to dissociate himself from them—a sure sign of 
the way the tide is running. The State Department faces 
one more hurdle, the testimony late this week of Mr Owen 
Lattimore, the Far Eastern ex on whose unreliability 
Mr McCarthy says he is willing to stake his whole case. 
Technically Mr Lattimore has never been an employee of 
the State Department, though, if he were found suspect, this 
defence would probably avail Mr Acheson little, as his advice 
on Chinese policy was sought as recently as last August and 
ran counter to Congressional tenderness for the Nationalists. 
But Mr Hoover, of the Federal Bureau of Investigation, has 
proved a star witness for the Administration. His confidence 
in present security precautions has been a major factor in 
turning the tide. 


The distaste of responsible Republicans for Senator 
McCarthy’s excesses provides a propitious opportunity to 
rebuild the bi-partisan front that has been allowed to fall into 
disrepair. The Administration is preparing to offer to a 
Republican the post of ambassador-at-large vacated by Dr 
Jessup ; his particular province would be the Japanese treaty, 
which the Administration wishes to expedite, and the whole 
range of Far Eastern policy that has so exacerbated relations 
with Congress. It is also hoped to draw a Republican into 
the study, temporarily entrusted to Mr Gordon Gray, of 
American economic responsibilities after 1952 and the closing 
of the dollar gap. The Senate has noted with gratification 
the tactful new emphasis of Mr Acheson and Dr Jessup on 
securing advice, as well as consent, from the Foreign Relations 
Committee on Far Eastern policy. 


The problem, however, is not merely to co-opt Republicans, 
but to choose Republicans who will command the respect of 
a party sharply divided on foreign affairs. The Admunistra- 
tion’s repair squad is already being accused of dropping 2 
partisan brick in selecting ex-Senator Cooper, rather than 
Mr John Foster Dulles, as Republican adviser to Mr Acheson. 
This snub is attributed to the determination to punish Mr 
Dulles for the immoderate campaign he waged against 
Senator Lehman and the welfare state in New York last 
autumn. In the national interest, however, it is thought that 
the Administration may swallow its own prejudices and ask 
Mr Dulles to become ambassador-at-large ; it is not thought 
that he would refuse. 


* * * 
First Round to ECA 


The Economic Co-operation Administration last week 
celebrated, not only its second anniversary and half-way mark, 
but a welcome victory in the first round of the bout for its 
third appronsietion, The Bill the House passed by 287 to 86 
is merely an authorisation ; the economisers will have 4 
jation is debated. But the 
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anada wants 
to pass you 
the buck 


pass the “‘ buck”’ to you 

in person. They want to 
pay dollars for your goods — 
so seize this golden oppor- 
tunity of capturing orders 
in Canada’s valuable hard- 
currency market ! 

A single visit is worth a 
thousand letters. Fly to 
Canada by Trans-Canada Air 
Lines, the most frequent 
direct service that links 
you with every important 
Canadian and U.S. city. 


(J oes the are waiting to 


Britain today— 
Canada tomorrow ! 


Today you step aboard one 
of T.C.A.’s famous North 
Star pressurised Skyliners at 
London or at Prestwick. 
‘Tomorrow, after enjoying a 
smooth, luxurious flight, you 
can be in Montreal—the very 
heart of Canada’s market and 
within easy reach of the U.S. 


market, too! There are fre- 
quent connections with all 
major U.S. airlines, and you 
can save valuable dollars by 
booking T.C.A. right through 
to your final destination. 


Fast T.C.A. services leave 
Britain for Canada daily. Let 
T.C.A, take you there — and 
you will take the orders ! 


Fly T.C.A. during 
the new ‘“‘LOW FARE”’ seasons 


Here’s your new travel savings calendar 


Britain to Canada Canada to Britain 


TRANS-CANADA “VL 17104 








Fullinformation and reservations from your Travel Agent or from 
27, PALL MALL, LONDON, S.W.1. Telephone: WHItehall 0851 
(Passengers and Air Cargo) 

Scottish Address : PRESTWICK AIRPORT, AYRSHIRE, SCOTLAND 
Tel: Glasgow Central 3428 or Prestwick 7272 (Extension 268/9) 





IT’S ONLY A DAY BY 
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Expediting oie 
British — : 
American 


Trade 


An American bank can provide valuable assistance 
in the conduct of trade with the United States. 
Through its three offices in London, 

the Chase National Bank puts its extensive 
American facilities and contacts at the 

disposal of the British businessman 

for the furtherance of his trade abroad. 





THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK | 
A United States Corporation with Limited Liability : 


LONDON — 6 Lombard Street 
51 Berkeley Square Bush House, Aldwych 








SEs you want to be SURE 
about your Alctel... 


its standards of food and 


service and the 


size of the bill? 


Then what you want is the 
Trust House book. 


Write for Trust House 
map and guide, to :— 


TRUST HOUSES LIMITED 


8! PICCADILLY LONDON : W°1 
Telephone: GROSVENOR 1846 
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tered earlier by Irish partisans and self-appointed friends of 
the American farmer. 


The light-hearted willingness of a half-empty House to 
cut Britain off without a penny in order to demonstrate its 
impatience with “ partition” in Ireland and its pleasure at 
the arrival of the first Irish Ambassador was not expected 
to survive reconsideration. American farm surpluses 
constituted a more formidable challenge. The original Vorys 
amendment would have required ECA to take $1 billion 
in the farm surpluses accumulated under price support laws in 
place of an equivalent amount of cash. But it stood no chance 
when the major farm organisations realised it would bypass 
both the free market and the free enterprisers in agricultural 
products and would increase the apparent cost of the farm 
programme, already embarrassingly high. But the House 
also thought better of the substitute Burleson amendment, 
which merely earmarked $1 billion for the purchase 
of American farm products. This vote required more under- 
tanding of how such a restriction would cripple the recovery 
programme. 


The omnibus aid authorisation sets ceilings of $2,850 
million for ECA, which is $250 million below the Administra- 
tion’s request ; of $100 million for Korea ; of another $100 
million for the Far East, nearly half of it for the non- 
Communist controlled areas of China, that is, Formosa ; of 
$27 million for Palestine refugees, and of $25 million for 
technical aid under the Point Four programme. The last is 
perhaps the bitterest disappointment, although the Adminis- 
tration will also fight in the Senate for the restoration of 
ECA’s full authorisation. 


* 


Mr Truman’s proposal, over a year ago, that the United 
States should inaugurate a programme of technical aid that 
would open new doors to the inhabitants of the under- 
developed areas, kindled the imagination of the world. The 
flame has sunk lower as time passed without any sign of 
Congressional interest; as Dr Jessup pointed out in the 
Senate hearings last week, failure to act would cause acute 
disillusionment, particularly in the Far East. The scheme rs 
expected to bring benefits not only to the regions directly 
concerned but, by setting the scene for private investment, 
als@yto make a considerable, if long-term, contribution to 
bridging the dollar gap. 

In his discussion before the Senate Foreign Relations 
Committee Mr Acheson regretted that the “ bold new pro- 
gramme ” could not make a bolder start, but the supply of 
experts and projects limited the money that could be 
profitably spent this year to $45 million. Senate scepticism 
may be mollified somewhat by a revision of the lengthy 
and pompously worded Bill, though little can probably be 
done to exorcise Senator Connally’s obstinate suspicions that 
the United Nations will “mess it all up” and should be 
excluded. But if the Senate does not lift the ceiling imposed 
by the House in deference to economy and Mr Herter’s 
belief that only a modest start should be made, the beginning 
will be modest indeed. Of the $25 million authorised by 
the House, $7 million is already earmarked for the Institute 
of Inter-American Affairs and another $3 million for inter- 
national information and cultural activities. 


* x x 


Natural Gas Escapes 


Dividing on regional, not party, lines, Congress has 
made a breach in the authority of the Federal Power Com- 
mission through which, if it is not closed by a Presidential 
veto, the price of natural gas may rise to a point where it 
loses its present marked advantage over other fuels. Repre- 
sentatives of the southwestern oil and gas-producing States, 
outvoting the spokesmen of the eastern and midwestern 
consumers in both Houses, have secured the passage of a 
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Bill allowing sales of natural gas by independent producers 
to interstate pipeline distributors to escape from the FPC 
regulations applying to the pipelines themselves. “ Inde. 
pendent ” in this case refers to producers of natural gas who 
have no interest in the pipelines through which it is trans- 
mitted, and includes many of the largest oil companies jn 
the country. Of some 2,300 producers of natural gas, 37 are 
responsible for about three-quarters of the output. 


Natural gas is a petroleum by-product which producers 
contend is not worth developing unless the threat of federal 
regulation is removed. But the phenomenal expansion of 
the natural gas industry has not slackened since the threat 
was first hung over its head by a Supreme Court decision in 
1947. There are now about 5,000 centres served by natural 
gas pipelines: Washington, D.C., is entirely dependent on 
them and New England is only waiting until the FPC 
decides which of various competing compan‘es shall be 
allowed to serve it. New England is hoping that its indus- 
trial difficulties will be eased when it has natural gas as an 
alternative to its present expensive coal and fuel oil. The 
growing availability of cheap natural gas has dashed the 
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hopes of the petroleum companies for a steady increase in 
sales of the more profitable fuel oil during the next few 
years ; there is a strong suspicion that this is the real basis 
of their objection to federal regulation of natural gas prices. 

The FPC has, in fact, never used its powers over the 
independent producers, but it seemed likely that it would 
before long, since natural gas prices—and profits—have risen 
during the last two years. And these powers seem to be 
essential if control over the retail price of natural gas is to 
be effective. Such control is justified, as is that over other 
public utilities, by the monopolistic character of natural gas 
supplies. Once a city is linked by a pipeline hundreds of 
miles long to a gas field, it is in practice easy for the pro- 
ducers in that field to hold it up to ransom. 


Senator Kerr, the sponsor of the natural gas Bill, is an 
Oklahoman oilman but he is also a Fair Deal Democrat and 
Mr Truman is thought to have given tacit approval to the 
Bill as a reward not only to a faithful supporter but to the 
rn seen of the southwestern Susind Mr Kert’s 

pes easing his Bill qui through Congress were, 
unfortunately for Mr mn ae sagt tie Douglas, 
who represents the Illinois consumers of natural gas and is 
a good Fair Dealer and a better economist. His able exposi- 
tion of the fallacies in Mr Kerr’s and of the 


incompatibility between the Bill’s concern for special interests 
oups, 

en can 

wealthy friends. 


and the Democratic Party’s denunciation of 
presented the Republicans with which 
only spike by turning against = 
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Lifebelts for the States 


While both the fall in unemployment in March, of 
516,000 to 4,123,000, and the recent decline in initial claims 
for unemployment benefits are encouraging, they are to a 
great extent seasonal. There is still good reason to expect 
that the number out of work will reach the ominous figure 
of 5,000,000 in June, when those leaving school enter the 
labour market. Sooner or later most of these young people 
will find jobs, but in many cases it will be by taking them 
away from the over-fifties. It is in this older group that 
many of those who have already used up their claims to 
insurance benefits are to be found, and exhaustion of benefit 
rights accounts in part for the recent drop in continued 
claims for unemployment insurance. 


In the course of 1949, 2,000,000 workers drew all the 
benefits to which they were entitled and nearly half of them 
were still out of work at the end of the year. Although 
insurance cannot be expected to deal with permanent 
unemployment, the Federal Government considers that many 
States do not pay benefits for long enough ; there are cases 
where the period is only one week, and the benefits themselves 
are also often inadequate. It is understood that the Adminis- 
tration is about to ask Congress to set certain minimum 
requirements for state unemployment insurance schemes, 
establishing a uniform duration of 26 weeks and a maximum 
rate of $30 a week, with an additional $12 for dependants. 


Another defect is also becoming apparent in these schemes, 
which were established fourteen years ago but are now being 
tested for the first time. On an average, seven per cent 
of those covered by insurance have recently been out of work 
across the country and the figure has gone much higher in 
some places, reaching 20 per cent in Oregon. This is one 
of the States which paid out more in unemployment benefits 
last year than it collected from employers ; California and 
New York were others and there were many more. In 
consequence a number of States are increasing the taxes on 
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employers which provide the funds for unemployment insur- 
ance programmes, and which vary from State to State. Mass- 
achusetts has almost doubled the rate since 1944, but even 
so outgoings last year, at $115 million, were not only more 
than twice the receipts, but also well above the total amount 
in the reserve fund built up during the war. 


Rhode Island is the only other State where the insurance 
fund is in imminent danger of being overwhelmed by the 
wave of unemployment but the Federal Government is 
already thinking of lifebelts. It would like to be able to make 
grants to States where reserves have fallen to less than the 
sum paid out in benefits during the previous six months, pro- 
vided that the State is itself making genuine efforts to keep 
its head above water. Since most of the States are still swim- 
ming strongly, they are likely, for the present at least, to 
spurn this unsolicited interference, although their pride 
might suffer less if it were offered as a loan, instead of a gift. 


Shorter Notes 


The Supreme Court has finally confirmed that the hiring 
halls, through which seamen are engaged, are illegal under 
the Taft-Hartley Act’s ban on the closed shop. The National 
Maritime Union is therefore expected to terminate its 1949 
agreement with the ship operators in the Atlantic and Gulf 
ports, but this will not mean an immediate strike. The 
union hopes to be able to make some new arrangement with 
the employers to provide job security for its members. 

* 


The wartime programme for producing at home the tung 
oil which used to come from China has turned out to be 
unnecessarily successful. The trees planted then have now 
reached maturity and last year the Southern States produced 
21 million pounds of the oil, used chiefly for paints. Over 
half of this had to be taken over by the Government under 
the price support programme. 





“FACT FINDING” 


A New Method of Making Needed Facts 
Available—At Sight! 





M*S* times a day someone wants to know the address of such- 
and-such a firm ; 


Or the telephone number ; 
Or the name of some executive in it.... 


Again, you may want to be reminded that you have to write 
to so-and-so. Or that you should expect a reply next week. Or 
that a contract is due for renewal. 


Now, where can you get “all the answers”? ? Quickly? At 
sight ? Without paying out a lot of money for the privilege ? 


Why, where else is logical but in your filing system ? 


But, you say, how can a filing system do all these things ? 
What system can? 


Shannograph can! Shannograph has flat-tops instead of 
openings with tabs. These flat-tops stretch right across the full 
width of the file. Hence there is plenty of room for names, phone 
numbers, etc. Printed numbers 1 to 31 and 1 to 12 provide date 
reminders and—used with coloured signals—can also be utilised for 
progressing contracts, production and other activities. 

And every file is slotted to take a record card for noting other 
important information. 

Above all, colour codings make misfiling absolutely impossible. 
And, since every file is suspended metal on metal, it hangs immacu- 
lately in its precise position. ; 


The Shannograph system has a host of different applications 
IN ADDITION to filing. , 


It goes into any standard cabinet or deep desk-drawer. 


Full details regarding Shannograph as a filing system-cum- 
information-bureau will be sent you by return. If, in addition, 
you want to make it serve one of the purposes below, please tick 
the appropriate item(s) and attach this advertisement to your letter- 
heading (or jot the items down on the letter-heading). 





---—~-~--CViman ales 
FIRST IN FILING 


The Shannon Limited 
144 Shannon Corner New Malden Surrey 


Branches at: Kingsway—London Birmingham Bristol Cardiff Glasgow 
Leeds Leicester Liverpool! Manchester Newcastle Southampton 


I am interested in the Shannographic plans (ticked). Please send me full details 
by return, free of obligation. 


1, Company Secretaries. 6. Production, 11. Property. 
2. Sales. 7. Factory Manager. 12. Printing. 
3. Export. 8. Personnel, 13. Plant and Maintenance, 
4, Accountants. 9. Advertising. 14. Textiles. 


§. Stocks and Purchases. 10. Architects-Surveyors. 





ies 
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THE WORLD OVERSEAS 





Russian Purposes in Austria 


(From Our Vienna Correspondent) 


HE Foreign Ministers’ long-suffering deputies will soon 
A be meeting again to have another of their monotonous 
exchanges of parting shots about the Austrian Peace Treaty. 
Last summer Austrians would have been looking forward 
to the occasion with eagerness. They would have been 
speculating rather gleefully on how many weeks it would 
take the deputies to put the finishing touches to the draft— 
the favourite estimate was two or three weeks—how long it 
would be before all the ratifications had been duly deposited, 
and on what date the last unwelcome member of the occupy- 
ing forces would have left the country. It was confidently 
supposed that this would have happened by April, 1950. 
Now April has come and last year’s optimism has long since 
given place to an almost exaggerated pessimism. People— 
non-Austrians as well as Austrians—no longer think of the 
treaty as imminent, but of the occupation as permanent. 

If this year’s pessimism is perhaps not quite so. unjustified 
as last year’s optimism, it has had the salutary effect of 
leading to a thorough analysis of the factors involved in the 
delay. Hitherto western diplomacy has apparently taken it 
for granted that, because the west wanted a treaty, therefore 
the Russians must want it too. Perhaps they did want one 
at the outset, but the European scene has changed consider- 
ably since the negotiations first started. In particular, 
Austria itself is no longer a down-and-out prototype of 
. “effete capitalism” but a comparatively prosperous outpost 

of a civilisation which, though its early demise is unceasingly 
predicted by Communist orators, is taking an unconscionable 
time over dying. Today finds the “enemy ” well entrenched 
in three-quarters of Austria. Why should Moscow surrender 
the other quarter unless it has to? If a treaty were signed 
now, it would be tantamount to handing Austria over, keys 
and all, as the Czechs say, to ECA, dollar-proud western 
tourists and the “Vatican and Wall Street axis.” 


Poor Neighbours 


If the adjacent people’s democracies were good advertise- 
ments for the Soviet way of life, the arguments for 
magnanimously leaving Austrians a free choice between east 
and west might have weighted the scales in favour of a treaty. 
But the standard of living in both Czechoslovakia and 
Hungary is considerably lower today than that of Austria, 
after having been considerably higher when the treaty talks 
began. Everyone in both those countries knows perfectly 
well that decline dates from the time when the iron hand 
came out of the red glove to place the Communist Party 
in control, and that the recovery of Austria has been largely 
due to Marshall aid. However tightly the folds of the Iron 
Curtain are drawn, the passage of goods across the frontiers 
is undoubtedly accompanied by the passage of ideas and 
information. The Russian troops who at present guard the 
whole length of the Austro-Hungarian and Austro-Czecho- 
slovak frontiers—at Austria’s expense—provide a cushion 
against the direct impact of the west on Prague and Budapest 
and also help to minimise the effect of the shock administered 
to the Cominform system by Tito’s rebellion. If the west 
had direct access through Austria to these two rather shaky 
satellites, who knows but that they would try to follow Jugo- 
slavia’s example ? Indeed, it is arguable that Tito’s defection 
was the decisive nail in the coffin of the peace treaty which, 


however, had got too far for the coffin to be actually buried 
without Moscow’s losing face. 

The fact that Tito upset not only the united Cominform 
front but also the planned sequence of Communist expansion 
in Europe helps to explain the concentrated venom with 
which Tito is still assailed by Cominform spokesmen. His 
“ treason” consigned to the scrap heap the whole strategy of 
the “ peaceful ” conquest of Europe, beginning with Austria, 
by a series of carefully prepared internal proletarian revolu- 
tions. It necessitated an overhaul of the strategetic plan in 
the course of which it suddenly became apparent that the 
economic position of the western satellites of the Soviet 
Union had elements of extreme weakness. They were com- 
mitted, among other things, to a policy of switching their 
trade from a western to an eastern direction. They had 
unanimously rejected Marshall aid and yet needed the goods 
which Marshall aid enabled the western European countries. 
and Austria, to procure. By staying in Austria, and stalling 
on the treaty negotiations, the Russians have been able to a 
limited but important extent to cash in on ECA, and help 
bolster up the Czechoslovak and Hungarian economies. Just 
to what extent it has done so is only known to the Russians 
themselves. The process is quite simple, which is perhaps 
why it has generally been overlooked. 

Scattered about the Soviet zone of Austria are some 
1,200 properties, of which the Soviet authorities took pos- 
session when they arrived in the country, on the ground 
that they used to belong to Germans. Some of these USIA 
properties, as they are called, were, and still are, extremely 
valuable, much more so than the price Austria has to pay 
for them when the treaty comes into force. Some of them 
are performing vital services for the economy of the Soviet- 
controlled people’s democracies. All provide a useful channel 
for acquiring raw materials and other commodities, includ- 
ing Marshall aid goods, from the west and syphoning them 
in to countries which decry Marshall aid as economic slavery. 
Sometimes, but nowadays not very often, this system of milk- 
ing the west through USIA suits the west as well as the 
east. Indeed, in 1947, the west-Austrian steel industry could 
not have got on its feet again without USIA sulphuric acid. 
USIA rayon was equally essential to other branches of west- 
Austrian industry. Today USIA can no longer sell sulphuric 
acid to west-Austria because other better and cheaper sources 
of supply have become available. Similarly, no Austrian 
buyer will now touch USIA rayon because of its inferior 
quality. On the other hand, the west is still delighted to 
allow copper to go to USIA to be processed into wire for 
the telegraph department of the Austrian post office. 


Economic By-Pass to the West 


In most cases, the trade that is still carried on by, and 
even with, these concerns, is more to USIA’S advantage 
than to the west’s. It has, of course, a monopoly of the 


increasingly important Austrian oil industry and in the build- 
ing of locomotives for the state railways. When the treaty 
is ratified the Russians will continue to control the oil 
industry and the Danube Shipping Company, but all the 
other USIA concerns will revert to the Austrian Govern- 
ment. The oil industry and the shipping company, howev¢t. 
will come under Austrian law and general administrative 
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control, and will have to pay taxes, social insurance contri- 
butions, etc., which none of the USIA concerns do at present. 
All of them can, and do, export and import across the 
Czechoslovak and Hungarian frontiers without the knowledge 
or consent of the Austrian Government and, of course, 
without paying customs duties. They buy raw materials in 
Vienna and the western zones for schillings (or smuggled 
Hungarian cigarettes, for example), which the Austrians 
themselves have paid for in hard currencies. In these days, 
when the people’s democracies are finding it increasingly 
hard to get raw materials for their industries—owing to what 
Dr Gregor, the Czechoslovak Minister of Foreign Trade, 
calls “ capitalist discrimination ”—USIA offers an important, 
unobtrusive and till now infallible way of getting round this 
“ discrimination.” No one should be either surprised, or 
annoyed, if the Soviet Government holds on to these advan- 
tages for just so long as they are useful. 


Co-ordination or Integration 


Recently there have been rumours that the Russians have 
begun to integrate individual Austrian USIA firms with 
similar firms in Hungary. These reports lack confirmation 
in Vienna and, indeed, it is not clear what the Russians 
would gain by such a move. It is quite possible, however, 
that the head of the Austrian USIA has been given control 
of the ex-German—now Russian—properties in Hungary. 
This might simply mean that he is regarded as a good 
administrator capable of co-ordinating output. Apart from 
political implications, co-ordination might be sound business, 
especially if the Russians are thinking of staying in divided 
Austria for a considerable period. Integration, on the other 
hand, would only seem to make sense as a prelude to pro- 
clauming an Anschluss of the Soviet zone—Lower Austria 
and the Burgenland—with Hungary. Such a step would 
shock, as well as surprise, even most Austrian Communists, 
and would, of course, invite counter-action from the west on 
the incontrovertible ground that it infringed Austrian 
sovereignty. Integration without the alienation of Austrian 
territory would not only provoke counter measures but also 
increase the already embarrassing tension between the 
Austrians and the Russians. And it might easily spell 
disaster for the Hungarians when the treaty came into force. 
The Austrian Government, with western backing, would then 
have a wonderful chance to make trouble for the nascent 
Hungarian industries. 


Economically speaking, as well as politically, the Russians 
are today sitting pretty in Austria and do not need to go 
in search of adventure. They have all the economic advan- 
tages—and more—that they would have if they allowed the 
Peace Treaty to come into force. Through their control of 
an important part of Austrian industry they are in a position 
to prevent the Austrians from planning their future economic 
development on a nation-wide scale. What the Russians 
are at the moment losing owing to the recent downward swing 
of USIA profits they may hope to make up again when the 
years’ roundabouts come to the end of Marshall aid in 1952. 
In fact, so far as Austria is concerned, unless some over- 
riding consideration of world politics should make a change 
of policy desirable, or necessary, the Soviet Government can 
seemingly well afford to lie low and say, if not quite nothing, 
at any rate precious little. 


Some time, presumably, a treaty will have to be signed, 
but Moscow will obviously try to choose a moment when its 
undoubted tactical advantages in Austria can be used to the 
best effect. The only real questions are when Moscow will 
judge that the right moment has come, what kind of bargain 
will then be suggested and whether the west can do anything 
either to accelerate the pace or reduce the price. There have 
been suggestions recoil that the Russians are contemplating 
a spectacular “ peace” offer to the Americans covering the 
whole world, but, so far as Austria is concerned, there has 
so far been no sign of an impending change. Moscow’s line 
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is still what it always has been: that the Peace Treaty could 
be signed tomorrow but for the intransigence of the capitalist 
west. Over 97 per cent of the Austrians are passionately 
convinced that the opposite is true. 


The fact that the Russians are marking time in Austria 
does not necessarily mean that, from the standpoint of 
Austria and the west, the horizon is one of unbroken gloom. 
The Soviet High Command and even the Politburo, must 
devoutly wish every Russian soldier could leave Austria 
tomorrow. Every Russian soldier who comes here—there 
are about 44,000 here at present—goes back home knowing 
that Austrian workers are better off under “ capitalism ” than 
the Russian workers are under Stalinism. Evidence of this 
is continually before his eyes even though, under a recent 
order, he has been strictly forbidden to fraternise. The 
Russian occupation of east Austria, even more than that of 
east Germany, lets a little western light into the USSR, 
even though it screens some of it from Czechoslovakia and 
Hungary. Any hopes that Moscow may have had of 
Austria’s becoming another people’s democracy must have 
turned sour long ago, and the longer the Russians stay here 
the weaker Austrian Communism becomes. If, as is by no 
means impossible, an economic blizzard were to sweep Austria 
when Marshall aid ends, the longer the Russians had been 
out of the country the better would be the chances of the 
Austrian Communist Party’s gaining the ear of the Austrian 
workers. 


Thus Austria at one and the same time presents a Comin- 
form with a serious danger and a useful asset. Its chief use 
is to shield the still highly vulnerable people’s democracies 
to the east and north and provide under close Russian super- 
vision an economic link between them and the west. It 
serves admirably as a defensive bastion at almost the weakest 
point in the Communist front from Denmark to the Jugoslayv 
border. In such circumstances, the prospects of the Treaty 
seem to depend more on the general international situation 
than on what is going on in Austria itself where a continua- 
tion of the Occupation is bringing perhaps irreparable damage 
to the cause of Communism inside the country, a fact which 
must be as clear to the Russians as it is to everybody else. 
If, therefore, the Russians continue to obstruct the conclusion 
of a treaty, it can only be because they regard Austria as the 
strategical key to central Europe. 


Far Eastern Back Door 


[FROM OUR HONGKONG CORRESPONDENT] 


HonGKonG has always had a unique position in that varied 
structure, the British Empire ; and indeed in the whole world. 
Now more than ever, in the portentous changes which are 
shaking the Far East, attention is focused on this little 
colony. The various aspects of its life can best be defined 
in terms of certain well-worn clichés. Hongkong is a 
“melting pot,” an “ outpost,” an “entrepét,” a “shop 
window of democracy ””—perhaps also a back door. But 
what, in factual and quantitative terms, is the true nature 
and relative importance of these various aspects of Hong- 
kong’s existence ? 


It is well known that Hongkong has, since 1946, enjoyed 
a striking and increasing prosperity, in contrast to conditions 
in other Asian areas. The first and most common question 
is, whether this prosperity is real and complete, or transitory 
and one-sided. The colony is essentially an entrepét, and 
accordingly the answer depends above all on the trade situa- 
tion. Trade with south-east Asia, in particular, has much 
increased, in such manner as practically to compensate for 
temporary difficulties in China. This is of special importance, 
since it means the extension of Hongkong’s trade contacts and 
invisible earnings. But it may surprise some readers to 
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know that from a half to two-thirds of the colony’s trade 
bas been with the rest of the world, outside east Asia: — 


FoREIGN TRADE OF HONGKONG 
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Monthly Averages (1947 Monthly 
(In Million HK$) Average = 100) 
$$$ $$ | ——__—_— 
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Exports :— | 
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Of which :— i | 
To S.B. Asia .......- 39 | $83 * 135 126 
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These are value figures ; but the rise is not just a reflection 
of rising prices. The shipping figures give a similar result : — 


COMMERCIAL CARGO LOADED AND DISCHARGED AT HONGKONG 


— 


Monthly Averages | 
i 


(Tons) Indices 
BOGE . inhowsd vawnicil< Gabbe aaeneaaes 237,451 100 
TOUR nein opieiey hs chigdiaceiiaman tan aatl 297,763 125 
OD oicc ic. caveawdscastdueiwecapeaeens | 419.148 177 


The Government Gazette gives (postwar) no less than 44 
“selected indices of economic importance,” which shed a 
great deal of light on livelihood conditions in the colony ; 
this method of reporting may well be recommended to other 
colonial administrations. One heading of obvious signifi- 
cance is that of population. The population (at 1.8 million) 
is roughly double that shown in the last census (1931) and 
three times the figure to which the Japanese occupation 
reduced it. After the liberation of Hongkong, it rose rapidly 
to some 1.6 million in 1946, but has increased only about 
10 per cent in the last three years. Housing is the greatest 
difficulty, and the chief item in the cost of living. The 
striking feature of the population is still, however, its large 
turnover ; Hongkong is still the great gateway for the “ Over- 
seas” Chinese communities of southern Asia, and the move- 
ment is still predominantly out of Hongkong. The impression 


firmly held abroad that Hongkong is filled with poor refugees 
is inaccurate: — 


TRAFFIC THROUGH HONGKONG 
(Monthly Averages, Number of Passengers to Nearest 1,000) 
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1947 1948 06.1 
1948 | 1949 
ici i le oe ih i EE a Ba decor 
Immigrants.............. | 129,000 | 169,000 | 145,000 131 | 112 
ere poe ; 138,000 |, 181,000 149,000 131 108 
Railway passengers crossing | 
Gromfier . si. 6 disne css | 158,000 | 204,000 126,000 129 79 
Shipping passengers ...... | 98,000 | 120,000 139,000 123 142 
Aircraft arrivals (number | 
| Pee ere 229 | 


596 1,062 260 464 


The next point to be made is that local industry has its 
share in the marked expansion of business. The number of 
workers in registered factories unfortunately does not include 
numerous small workshops, but it shows nearly 65,000 
persons at the end of 1947, a similar figure a year later, but an 
increase to Over 81,500 (i.e. by over 25 per cent) during 1949. 
Hongkong’s local industries are sometimes accused of being 
“mushroom growths” and some have indeed wavered, as 
world conditions changed, as Japanese competition appeared, 
or for other reasons. There are elements of weakness ; but 
anyone who has seen Hongkong’s postwar textile plants, 
which embody the best and most up-to-date technical 
standards, or has noted the all-round progress displayed from 
year to year in Hongkong’s exhibits at the British Industries 
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Fair, or at its own local industrial exhibition, will appreciate 
that the general basis is sound. The next table is an attempt 


to show the increasing importance of Hongkong as a manv- 
facturing centre: — 


Inpices oF Excess OF EXPORTS OVER IMPORTS OF ARTICLES 
MANUFACTURED IN HONGKONG 
(Monthly Average Value Basis) 
(Monthly Average of Excess of Exports over Imports in 1947 = 100) 


; my 
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Peanirved GO go kc ch cn se dvec ca cee ev | 285 33 
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Lamps and fittings .......ccessccscceenns 68 69 
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SIGE 5550 cic yvtcene sda vietssbwaweasts | 197 162 


The excess of exports over imports, for the articles listed 
above, represented the considerable sum of over $4.3 million 
(about £260,000) per month (monthly average) in 1947, 
increasing to a monthly average of $5.7 million (about 
£360,000) in 1948, and to a monthly average of nearly $8 
million (about £500,000) in 1949. Hongkong’s prosperity 
is still 90 per cent due to its world entrepot trade, but the 
growth of its own industries is nevertheless phenomenal. 


These, too, are value figures ; do they reflect merely a 
sharp rise in prices? In fact, prices have not risen very 
much. A direct indication is given by the Hongkong retail 
price index which actually declined 12 per cent during 
1947 and 1948 (March, 1947100, December, 1948 = 88), 
though it took an upward turn in the latter part of 1949 
(December, 1949=112). This is primarily a cost-of-living 
index, but it necessarily affords a good indication of the 
local commodity price trend ; it shows the progress of local 
manufacturers to be a genuine gain. 


Inflationary pressures are marked, but not alarming: — 
SomE Financia INDICES 
(Monthly Average, in Million HK$—$16= 1) 


Indices 
(Monthly Average 














| 1947 1948 1949 ee 
| | 1948 | (1949 
Bank clearings........... 550 689 917 125 j 167 
Banknote circulation ..... 675(a) 769(b) 839 114 124 
Post Office revenue ...... } 0-6 0-8 1-0 129 173 
. (a) Dec., 1947. (@) July to Dec, 148 


The fundamental point is that Hongkong shows all the 
merits and defects of the part it plays as a “ show place of 
democracy.” In the free air of its sea and mountains, and 
its brisk contacts with “ Overseas,” the advantages of inter- 
national free trade and good civic standards appear proved 
to the hilt. Its shop windows are full of the goods of Asia, 
America, Europe, the whole world ; the range of commodity 
choice represented is probably unequalled anywhere, even 
in America. This is striking to the western traveller ; to the 
Asian, acutely conscious of deplorable and worsening condi- 
tions elsewhere, it is overwhelming. The Colony’s postwar 
progress is real and considerable ; it has more than kept 
pace with the population pressure, and still has the drawing 


power of living standards much better than those of the 
mainland. 


The more immediate danger is the possibility of difficulty 
and friction within Hongkong. A negative reliance on the 
sort of overall advantages stressed above is not enough. 
There is no “ colour-bar” in Hongkong, or anything of the 
sort, but what may be called the fatal aloofness of British 


administration and British social habits is an essential problem 
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which must be faced. There is a need for an open break 
with the complacent and lethargic traditions of Colonial 
administration. The local government must show both the 
will and the capacity to deal effectively and rapidly with 
problems as they arise. It is the air of indifference or callous- 
ness, and the seeming inertia and inefficiency—both in fact, 
more apparent than real—which chiefly rankle, and may 
afford the best openings for Communist penetration. 


At present, administrative devices are merely limping 
behind day-to-day needs. The food situation is a good 
instance. The cost of food plays the main part (together 
with housing) in the local cost of living. The general cost 
of living was successfully held down, by effective controlling 
policies, until the end of 1949, when rice prices rose and food 
procurement difficulties increased ; since then the cost of 
living index has shown a dangerous rising trend, and labour 
troubles have increased on that account. The general back- 
wardness of the tenancy arrangements, too (often there is 
not even a written agreement), is becoming a flagrant social 
injustice. The fact that a spectacular effort is being made 
across the border for a revolutionary reform of the tenancy 
system, will give the Communists a clear entry in this field, 
unless government is able to show the way to a compre- 
hensive reform in its own rural areas. It is in this sort of 
way that the Colony is really vulnerable ; the shop window 
is all right, but something must be done to secure the back 
doors. 


Nationalisation in the Sudan 


[BY A CORRESPONDENT RECENTLY IN THE SUDAN] 


THE nationalisation of one undertaking, at any rate, is causing 
no distress on the Stock Exchange. Since it was announced 
that the Sudan Plantations Syndicate’s concession would not 
be renewed and that its activities in the Gezira area would be 
taken over by the Sudan Government in the summer of 1950, 
the price of the company’s shares has steadily risen and 
today pound shares are changing hands at 69 shillings. So 
ends a tri-partnership between government, syndicate and 
Sudanese tenants which has survived for forty years, 
producing not only profits to the partners but also indirect 
benefits to the whole population of the Sudan. As a piece 
of agricultural organisation it has been superb, more than 
justifying the faith of its founders. A study of the scheme by 
the Ministry of Food, particularly the early emphasis on 
pilot schemes, might have produced cheaper, if not more 
abundant, groundnuts. 


Although there are three partners to the scheme, the 
decision not to renew the concession was made by one party 
only. The Syndicate, of course, was not entitled to a voice 
in the matter, and, despite the modern emphasis on devolu- 
tion, the tenant was ignored. As long as he does not have 
to demean himself with manual labour on his 15 acres of 
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cultivation, and has enough money left over, after paying his 
hired labour, for a comfortable life, including iced beer 
imported from Europe at half-a-crown a bottle and taxi 
rides, the tenant is not going to worry about the rights and 
wrongs of nationalisation, though he may object to the 
changes in field staff that are involved. 

A Gezira Board is now to be set up which will take over 
the assets and functions of the Syndicate, have its own 
accounting system quite distinct from Government accounts, 
recruit its own staff and be answerable to the Executive 
Council and not to the Legislative Assembly. It is hoped, 
perhaps naively, that by this means both the heavy hand of 
the civil service and political interference will be avoided. 


BELGIAN 
CONGO 


The managerial and field staff of the syndicate is entirely 
British and, apart from normal retirements, practically every 
man is staying on under the new board. This is indeed fortu- 
nate, as wholesale resignations, at this stage, would certainly 
wreck the scheme. But no more British officials will be 
recruited and all future vacancies will be filled by Sudanese. 
The prejudice against the recruitment of Sudanese comes, not 
from the British, but from the tenants themselves. They 
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have learned to trust the Syndicate staff and to look 
to them for a fair deal and they have yet to be convinced that 
they can expect the same from their own brethren. On the 
White Nile estates, Sudanese have been doing the same kind 
of work as junior British officials do in the Gezira. So far 
they have worked under the supervision of senior British 
inspectors and, their work has been admirable, but the real 
test will come when the senior inspectors are Sudanese. 


A tenants’ representative body has already been set up, 
mainly for liaison between the Gezira tenants, the manage- 
ment and the Government, but has shown itself quite irres- 
ponsible and liable to be bedevilled by politics. Further 
developments require caution. It should be possible to give 
them enough responsibility to preserve their self-respect and 
make a considerable contribution to the administration of the 
scheme at a local level without referring to them matters 
which require a greater technical knowledge and a wider 
outlook than their members possess. The golden rule is 
never to ask a council for a decision unless you are prepared 
to accept it. 


It is unfortunate that the handover is taking place at a 
time when the morale of the civil service is at a low ebb. 
More and more work is being thrust on harassed officials, 
more and still more files have to be pushed around. Progress 
is so fast on paper that there is chaos in the field. Gone 
are the days when an officer could trek on a camel, stopping 
at each village to sit under a tree and discuss local affairs ; 
now he seldom leaves his office desk. New legislation has 
to be enforced and reports and data submitted to Khartoum. 
The vociferous demand for irrigation schemes combined with 
the shortage of irrigation water has turned the control of 
the Nile waters into a nightmare. Officials of the various 
social services, showing more zeal than discretion, have to 
be curbed. Strikes have become a national pastime, in 
which everyone except the strikers is victimised. Plans for 
orderly development are liable to be upset by lobbying in 
Khartoum and there is hardly an activity of Government 
that is not tarnished by “ political considerations.” Every- 
where, there is the politically fostered hatred of a generation 
that knew not the khalifa. 


There is, however, a more serious aspect of Sudanisation— 
it is being treated as an end in itself rather than as a means. 
In an official statement, for public consumption, the nationa- 
lisation of the Gezira was principally justified by the oppor- 
tunities it would offer for Sudanisation; its possible 
repercussion on crop yields, government revenue and foreign 
trade were apparently matters of secondary importance. 
Men with little or no professional qualifications are being 
promoted simply because they are Sudanese, a form of racial 
discrimination which can hardly be popular amongst those 
of better qualifications and more experience who are passed 
over. Professional and technical men are frustrated by the 
official edict that efficiency is not a matter of primary 
importance. If the Sudan Government is prepared to be 
satisfied with third-rate work, it will eventually find itself 
saddled with third-rate staff. 


All this may mean progress but to the British official it 
means more work and less congenial working conditions and 
there has been no financial compensation for it. The general 
dissatisfaction is reflected in the abnormal number of resigna- 
tions in the last two or three years, mostly, but not entirely, 
among the younger men. It is arguable that conditions have 
changed so much through no fault of theirs that the contract 
they signed, though legally, is no longer morally valid, but 
the government exacts its pound of-flesh and those who dare 
leave before pensionable age forfeit all their pension rights. 
So they hang on—waiting. 


_ At the same time the political situation is clarifying. Such 
irrelevancies as British Imperialism and Unity of the Nile 
Valley are being sloughed, leaving stark the bitter division 
between the religiyus sects led by two rivals, Abdelrahman 
el Mahdi and Ali Mirghani. 
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Burma Goes Its Own Way 


[FROM OUR SPECIAL CORRESPONDENT] 


In spite of their tragic handicaps, the Burmese are not out- 
wardly discontented. The number of people who really 
wish the British were back, who crave for economic progress 
for its own sake or who seriously regret the political confusion 
is tiny compared with those who are satisfied that Burma 
has returned to the Burmese—in the wider sense of the word 
—and that no one has a right to interfere. This new Burma 
with its great docks at Rangoon almost idle and its godowns 
empty, is one in which western philosophy certainly finds 
little place. Yet the Burmese are most acutely conscious of 
any criticism coming from the west, and if the western 
Powers want Burma’s friendship they must unquestionably 
seek it on Burma’s own terms. There is, however, a practical 
difficulty in that. On the one hand, Burma is not yet a very 
coherent entity with which to deal at all. It is difficult, even 
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with the best of faith, to keep close contact with a govern- 
ment which not only prides itself on being a little elusive 
but also does not have the open support of some of the most 
powerful people—like the Socialist leaders, U Ba Swe and 
U Kyaw Nyein—on its own side. And on the other hand, 
even when contact has been made, it is far from simple to 


learn just what the Burmese do truly want and what their 
terms may be. 


The truth, some peop!e would claim, lies in the fact that 
during the two years since independence was handed over in 
January, 1948, the outlook of just a few of the leading 
hundred thousand who shape events in Burma has been 
changing. For instance, there has, certainly, been a declared 
move away from the original stand taken about nationalisa- 
tion of timber—although no iimber company in its senses 
would dream of coming back on the strength of it, till some- 
thing practical has been done not only to assess and pay 
compensation for what has bec: lost up to date but io give 
some tangible guarantee for the future. And this is unlikely 
to happen at present. But the change of outlock, so far as 
it has gone, is something =~». A> che Burmese reedily 
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admit, it has been dictated by experience. And, although 
strictly limited, it should be respected for that reason—even 
though it can at present afford to remain academic. No one 
can do much about the forests anyway, till access to them has 
been cleared. 


The story of the various rebellions in Burma over the 
past year presents a paradox. The Burmese army has been 
making definite progress against the organised forces of the 
Karens. A year ago these forces were battering at the gates 
of Rangoon ; even the golf course at Insein was unusable 
and the thirteen-mile road to the main airport and barracks 
at Mingaladon was none too safe. Today the greens are 
happily back in play, there is no more than a perfunctory 
police check on the city’s outskirts, and a rail link exists as far 
as Pegu. In the circumstances, all this is no small achieve- 
ment. And yet, at the same time, the general situation in 
Burma has almost certainly deteriorated. It has deteriorated 
in the sense that, while the government has rightly and not 
unsuccessfully concentrated on decapitating the biggest head 
raised against it, the hydra has sprouted several new heads. 


Besides the Karens, the main troubles facing the Rangoon 
government are the Moscow Communists under Thakin Than 
Tun at Pyinmana; the “ Democratic Front” nominally 
headed by Bo Po Kun, at Prome—consisting of the People’s 
Volunteer Organisation (PVO, also known as PYA), a mixed 
bag of orthodox and unorthodox Communists and some army 
mutineers, all often to be found fighting also among them- 
selves: a mounting PVO and Muslim imbroglio in the 
Arakan ; Law Seng’s new insurrection in the Shan states 
near Lashio; and a very widespread, perfectly ordinary 
dacoitry, sometimes mixed up with politics, for instance, 
down the Tenasserim coast and in the delta area itself. 
Otherwise, what is left of the country is loyal to the govern- 
ment. This is not a great deal, but it does consist of a sub- 
stantial chunk of Upper Burma, particularly on the lines of 
communication, as between Mandalay and Myitkina— 
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between which trains are running. And, by and large, it 
includes the hill country of the Kachins and Chins, with, at 
least until recently, most of the Shan states. 


Importance of Air Communications 


Naturally the potentialities for new trouble are immense. 
And the existing picture is itself so constantly changing that 
any rigidly marked map, showing this as pro-government and 
that not, is both misleading and quickly out of date. Burma 
is a country in which air communication is now paramount 
—the Air Burma company has built up a fine business—and 
in which, however vain it may prove, the greatest hope must 
be that there will be no interference from outside. Up till 
now Moscow and Peking have not really done much, and 
there is still no positively Communist infiltration on the 
Chinese border ; the rebel force at Pyinmana has been tearing 
up railway lines and blowing up rice mills, but the scope 
and area of its economic sabotage is still limited. 


Unfortunately the riches of Burma are not such that they 
can be exploited by air. Rice has miraculously trickled out 
on the waterways, even from under the noses of the several 
gangsters, at a third of its prewar flow. But the movement 
of timber, minerals, and, above all, oil is dead. And there 
is as yet no sign that it can ever be revived on the old scale. 
One day, perhaps, the shattered pipeline from the oilfields 
at Yenangyaung—still in themselves intact and guarded— 
down to the great Rangoon refinery across the river may 
throb to the pumps again. But Burmah Oil has spent millions 
since the war and it has seen them all go down the drain. 


Burma’s relations with the west consist fundamentally 
of its relations with Britain, or perhaps now the Common- 
wealth. America is still little more than a name and a pro- 
minent embassy. There is much personal good will towards 
the British among many Burmese, both high and low—but 
very little confidence either in British motives or British 
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A Sensible Policy for Process Steam—T 


Four pillars of 
process steam wisdom 


BY SPIRAX 


In steam-heated processes, a higher rate of output and 
reduced level of costs are always possible when these 
four measures are applied in a sensible way : 

(i) At a point just before each process heating unit 
remove from the steam any free water, and such moisture 
as is present in a finely-divided state, so that the steam 
goes in as dry as ever possible ; 

(ii) As the sole object of the steam is to supply heat to the 
process, make sure that as much of the heat as possible 
is transferred from the steam at a maximum rate of 
transmission ; 

(iii) Make all practicable use of any “ waste ” heat from the 
steam ; 

(iv) Meter the steam supply to each department so as to 
check any excessive consumption and to keep proper 
track of departmental costs. 

Those are comparatively simple measures and by no means 

expensive. And they are highly effective. 


Correspondence to : Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 
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intentions. It should have been no surprise, therefore, that 
the Burmese took the Commonwealth’s recent offer of a loan 
very gingerly indeed, sniffed and prodded it from a distance 
before as much as considering a reply. Burma is glad to have 
made its own bed and is determined to lie on it—even if 
Communists and others are meanwhile making off with the 
mattress and bedding. 


Polish Minority in France 


[BY A CORRESPONDENT] 


Tue fact that the Franco-Polish trouble reached an extremely 
heated period at the time of the serious accusations against 
British and American diplomats in Hungary, Bulgaria and 
the other satellite countries, gave some cause for believing 
that the attacks were all part of a planned campaign by 
Moscow. The aim seemed to be to sever eastern and 
central Europe from the west once and for all, and Poland 
appeared to have been charged with the part of the prose- 
cuting attorney in respect of France. The selection of 
Poland for this particular role seemed to be justified by the 
unusually strong cultural ties binding Polish people to 
France. For many generations Polish writers and artists have 
invariably looked to Paris for inspiration and perfection ; 
there was a widespread knowledge of the French language 
in Poland and, as a result, the direct influence of French 
literature was very strong. 


There cannot be any doubt that Moscow was much pleased 
to see the closure of the French Institute in Warsaw and 
the other consequences of the present dispute, but the quarrel 
is not a sudden affair, timed to occur simultaneously with 
the recent trials in Hungary and Bulgaria ; there is a concrete 
object of controversy which probably would have come to a 
head even earlier had there been another type of government 
in Poland. This is the hundreds of thousands of Poles, 
miners and their families, who settled in the north of France 
during the interwar period, whom the Polish Government 
would like to have back to populate the western lands 
obtained from Germany after the last war. 


Mass Polish Emigration 


The unsound condition of Polish agriculture caused by the 
lack of land reforms and the absence of capital for indus- 
trialisation, resulted in the mass emigration of Polish people 
overseas at the end of the nineteenth century and beginning 
of the twentieth. The bulk of these emigrants settled in the 
United States, and the pace of this movement was so great 
that at the moment of the outbreak of the 1914 war, there 
were over 3,000,000 Poles in America. 


After the first world war the United States practically 
closed their doors to emigrants from eastern Europe, and the 
newly constituted Polish Government had to find another 
outlet for their surplus population. In view of the fact that 
the north of France was ruined during the 1914 war, and that 
the French people had never had much liking for the mining 
profession, the French Government facilitated the direction 
of an important stream of the Polish emigrants to their 
country. 


The Polish miners went to France with their entire families 
and households including dogs and canaries. The Polish 
housewives could not think of going without taking all their 
movables for fear that they could not give a decent meal to 
the family cooked otherwise than in a Polish saucepan, nor 
have the laundry done in an alien washtub. 


These strange caravans were sent by sea from Danzig and 
later on from Gdynia, to the northern ports of France, and 
then directed to the mining districts. They settled beside 
each other. Polish priests and nuns followed, as well as 
teachers, bakers and butchers so that little by little entire 
Polish villages sprang up in the north of France. Many 
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Polish women have thus not yet had the chance to pick up a 
single word of French after a sojourn of twenty years in their 
new country. Higher wages and a higher standard of living 
attracted many more Poles to France so that by 1939 there 
were half a million of them in that country. The great need 
of manpower caused the French Government to tolerate the 
existence of this very distinct group reluctant to undergo any 
form of assimilation and unification with the rest of the 
country. 


The last war completely changed the attitude of the 
French people towards the newcomers who proved to be a 
great asset during the vicissitudes of the hard years 1939- 
1945. The Polish settlers, having a long tradition of struggle 
against foreign invaders, were not intimidated by the 
Germans. Their agricultural memories were still very fresh, 
and they knew how to breed pigs and chickens in their 
attics and cellars. As a result not only were they well fed 
during the war, but had enough food to smuggle it at high 
prices to the starving towns of France. The dearth of food- 
stuffs was so great that the high prices did not diminish the 
gratitude of the French people for the source the food 
came from. The traditional. spirit of independence and 
gallantry caused a great number of Poles to join the French 
Resistance, and when the war finished they represented a 
much richer and much more respected community than in 
1939. 


Inducements to Return 


It is quite probable that had the end of war been different 
and a truly independent Polish government emerged, all 
these half a million Poles would have been on the move 
immediately after the end of hostilities, a fact which would 
have brought about a serious crisis in the French mines. The 
Russian domination in Poland became a greater deterrent, 
and the bulk of the miners decided to remain where they 
were. The Polish Government was, of course, aware of the 
feelings of the miners and made great efforts to win over this 
valuable, hardworking population for the working of the 
mines of western Silesia gained from Germany. Their agents 
were not empty-handed when talking to the miners in France 
—they invited them to return back home and to work under 
conditions much better than those they had lived under prior 
to their emigration. 


Many miners decided to return. The prewar figure of over 
§00,000 Poles in France soon dwindled to 389,000. The 
French Government could not look indifferently upon these 
conditions, and took precautions to prevent the further spread 
of activities on the part of agents of the Polish Government. 
These measures caused much resentment in Poland and a 
Note of protest was dispatched by the Polish Government in 
the early part of 1947. A second Note followed a year later, 
and the two countries began to refuse permission to enter 
their country to each other’s citizens. Feelings continued to 
run high and reached their climax last autumn when both 
countries went so far in their quarrels as to arrest Embassy 
and Consulate staffs and to order institutions and organisa- 


tions of the other country operating in their territories to be 
shut down. 


Whatever may happen, it looks as if the French Govern- 
ment, so lenient and tolerant in the past, will now exercise 
pressure on the assimilation of the Polish miners, and the 
ties which hitherto have united the latter so closely with 
their motherland may now wither away. 


* 


Correction—In the article on Newfoundland in The 
Economist of April 1, 1950, it was stated on page 719 that 
confederation would probably bring in more capital invest- 


ment than before. This should have read “ probably 1°! 
more than before.” 
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ENGINEERING 





Half the Simon resources in design and 
construction are devoted to export, and 
are earning millions of pounds in foreign 
currencies. The other half is helping to 
re-equip, expand and modernise Britain’s 
own productive capacity in coal, steel, 
gas, electricity, chemicals and food, In 
the building of new power stations, colliery 
equipment, coke ovens, chemical plants, 
granaries and flour mills, the Simon Engi- 
neering Group is pulling its full and 
substantial weight—helping the nation to 
increase its own resources and pay its 


way in the world, 


HENRY SIMON, LTD. 
SIMON-CARVES, LTD. 


SIMON HANDLING 
ENGINEERS, LTD. 


TYRESOLES, LTD. 

TURBINE GEARS, LTD. 

DUDLEY FOUNDRY CO., 
LTD. 





SANDHOLME IRON CO., 
LTD. 
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It took 
157 years 





This spirally-guided gasholder, the largest of its 
type in the world, was built by Newton 
Chambers in less than two years; but behind 
its construction was an experience gathered 
over more than a century and a half. For Newton 
Chambers started ironfounding in 1793, and were 
pioneers in gas plant production. Without a 
doubt, this long tradition of fine workmanship 
is an important, if incalculable, factor in the 
consistent high quality of everything Newton 


Chambers make. 


NEWTON CHAMBERS 


& COMPANY LIMITED OF THORNCLIFFE, SHEFFIELD 
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THE BUSINESS WORLD 





The Gold Reserve 


IR STAFFORD CRIPPS was entitled to claim, as 
he did this week, when commenting on the trend 

of the gold and dollar account in the first quarter 
of this year, that the results have been “ gratifying.” 
For the first time since regular compilations of balance 
of payments statistics began, i.e., since exchange 
comtrol was set in motion, the sterling area has 
achieved a surplus on its dollar transactions—before 
taking account of North American gifts and loans. This 
surplus amounted to $40 million for the quarter, con- 
trasting with a deficit of $31 million in the previous 
quarter (the period which felt the full force of the 
rebound after the devaluation) and a deficit no less than 
$1,171 million for the six months to end-September last. 


Thanks to this striking change, the improvement in 
the gold reserve has been even more impressive than in 
the post-devaluation quarter. During the past three 
months, ERP receipts—largely in the form of reimburse- 
ments for expenditure already incurred—amounted to 
$229 million and drawings on the Canadian credit 
totalled $27 million. Including the surplus, these items 
add up to $296 million, so that the gold and dollar 
reserve rose correspondingly, carrying it to $1,984 
million on March 31, 1950. This compares with $1,688 
million at the end of 1949 and is $664 million above the 
low point of $1,320 million reached on September 18th, 
the eve of devaluation. The reserve is still, however, 
some $250 million below the level—which the Chan- 
cellor declared to be the minimum safety level—of 
$2,241 million at which it stood on March 31, 1948, 
immediately before the European Recovery Programme 
was put into operation. 


The improvement in the gold reserve in the past 
quarter has thus been $33 million greater than that in 
the previous quarter when the immediate non-recurring 
factors arising from the devaluation of sterling had their 
greatest effect. Similar non-recurring influences were, 
of course, still present last quarter, but there is little 
doubt that their importance is steadily diminishing. The 
restocking movement in the United States and the 
resumption of buying which had been held un in antici- 
pation of the devaluation of sterling have continued to 
aid the balance of dollar payments ; but by the end of 
March the reinforcement from this particular source 
was probably relatively small. Hence the recovery in 
the reserve, which was still proceeding at the end of the 
quarter, appears to have been due rather to the more 
permanent factors than to the evidently transient ones. 


* 


Among the more enduring factors, probably the most 
important is the reduction of dollar imports into the 
sterling area which has resulted from the economy 
measures planned last summer. The United Kingdom’s 
own expenditure on dollar imports is now within the 
rate of $1,200 million a year laid down in the import 
programme. is represents a 25 per cent cut on 
previously planned imports. The other countries in the 


sterling area have been equally successful in cutting their 
dollar imports. This reduction in imports is in part due 
to open discriminatory action taken through the normal 
machinery of import licensing and through direct 
Government action where bulk purchases are con- 
cerned ; but to an increasing extent it reflects a more 
natural response to the dictates of the price mechanism. 
Dollar articles are becoming extremely expensive, and 
the fall in dollar imports is a response to this fact and 
to the increasing availability of non-dollar commodities 
at truly competitive prices. 


Next in order of importance as a factor in the recovery 
of the reserve is the increase in the demand for sterling 
area goods from the dollar countries. Direct United 
Kingdom exports to the dollar world are not yielding in 
dollars more than they were before devaluation (dollar 


Britatin’s GOLD AND DOLLAR RESERVES 
(Millions of US $) 








Financed by: 
Net SR Ta ea Reserves 
Years and Deficit US and Purchases S. African Change at end of 
Quarters Canadian from Gold ERP in Period 
Credits IMF Loan Reserves 
ROS sis bone 910 1,130 —_ — — +220 2,696 
1947...... 4,121 3,262 242 _— — -—617 2,079 
1948: 
L sccee 591 342 88 322 — +162 2,241 
Ek cases 434 8 16 —_ 89 —321 1,920 
a 304 _ — — 161 —143 1,777 
EY seaee 376 — 25 —_ 431 + 79 1,856 
Total, 1948 1,705 350 129 522 681 —223 1,856 
1949: o aa 
Rseeuls 330 30 32 — 324 + 56 1,912 
Rh sth ees 632 30 — -—- 341 -261 1,651 
A canon 359 29 ~~ -— 284 —226 1,425 
SV enene 3l 27 20 _- 247 +4263 1,688 
Total, 1949 1,532 116 52 — “Biss —igs 1,088 
1950: See ees 
Rasen +40 27 — ~ 229 +296 1,984 


receipts from sales of UK exports to Canada and the 
United States in February were still slightly less than 
such receipts in the third quarter of 1949), but sterling 
area exports of such primary commodities as wool, 
rubber, cocoa and jute are now yielding a larger dollar 
income. Sales of wool and cocoa to the United States 
were particularly large in the last quarter. Exports from 
the overseas sterling area have certainly played a con- 


siderable, though as yet not a precisely definable, part 
in the quarter’s improvement. 


_ Another important influence has been the substantial 
improvement in the United Kingdom’s ition in 
invisible transactions with the dollar world. A large 
variety of transactions are involved here. The compli- 
cated dollar oil account showed a considerable improve- 
ment during the quarter and should improve further. 
Also, devaluation has yielded some savings on fe- 
mittances to the United States of dividends from the 
subsidiaries of American companies in this country. In 
general, the sterling amounts of the dividends have not 

increased, so that the dollar cost of the remittances 
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has been reduced. There has also been less inclination 
to make transfers of a capital nature to the United States 
at $2.80 to the £ than would have been apparent with 
the £ at $4.03. There has, for example, been less 
encouragement to ask Exchange Control permission to 
effect transfers to the United States to cover dollar 
liabilities. 

Finally, a considerable improvement has taken place 
in the balance of payments between the sterling area 
and such hard currency countries as Belgium, Switzer- 
land and Persia, to which, in the past, Britain has had 
to make considerable transfers of gold. A year ago 
Belgium and Switzerland alone were taking gold from 
Britain at the rate of between $50 million and $60 million 
a quarter. No gold has been lost to these countries since 
the devaluation of sterling. That is a clear gain from 
devaluation, for this improvement is largely due to the 
more competitive prices at which sterling goods can be 
sold in these countries. 


One minor reservation must be made about the 
improvement in the gold reserve. This reservation 
derives from the lag between the incurring of dollar 
expenditure recoverable under ERP and the receipt of 
the reimbursing dollars. That lag was reduced during 
the first quarter of this year from $95 million to $80 
million, and the gold reserve therefore showed a relative 
improvement to the extent of $15 million without any 
corresponding improvement in the dollar balance of 
payments. This, however, is not a very important quali- 
fication, for nowadays the amount of accruing dollars 
does not vary greatly. It is worth noting that the ERP 
lag at the end of September last was only $71 million, 
so that over the past six months (as distinct from the 
past three) the impact of this factor on the gold reserve 
has minimised and not exaggerated the extent of the 
recovery. In any case, the $80 million lag is something 
which Britain has in hand and represents an invisible 
but unmistakable part of the reserve. 


In his statement to the House of Commons this week, 
the Chancellor of the Exchequer was obviously careful 
to avoid exaggerated optimism in viewing these results. 
For this moderation he deserves congratulation—even 
though he may have had an eye on American opinion and 
on the negotiations now proceeding in Paris. But, 
whether that is so or not, he was certainly wise to give 
warning against complacency. To the extent that the 
last quarter’s results benefited from a seasonal increase 
in income (for example, in the exceptionally large sales 
of cocoa and wool), it must be expected that a corres- 
ponding seasonal decline will occur in the months 
immediately ahead. It is probable, too, that the decline 
in dollar spending by the sterling area may also reflect 
some seasonal factors, and may, therefore, be partially 
offset by an increase in dollar imports later in the year. 
Sir Stafford also emphasised that Britain was still enjoy- 
ing some of the temporary after-effects of devaluation, 
though he added that they had been diminishing in 
importance and would quickly disappear. Nor, he said, 
could Britain be certain that the present level of demand 
for exports from the overseas sterling area to the dollar 
area would continue indefinitely or «wat the compara- 
tively high prices of these exports would be maintained. 
The Chancellor also reminded his audience that the 
substantial recovery in the go'd reserve during the past 
six months has fellewed a period in which Britain had 
lost nearly one-third of irs reserves cf gold and dollars ; 
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that this country had to order its affairs so that it could 
stand on its own feet by the middle of 1952, and that 
to this end rigorous economy in dollar expenditure and 
maximum encouragement of dollar earnings throughout 
the sterling area were still necessary. 

This is wise caution. The experience of these six 
months—a period which benefited from the advantages 
of devaluation, both non-recurring and more enduring, 
and yet did not feel the disadvantageous effects of 
devaluation upon costs—is no ground for jubilation. The 
gold reserve is still somewhat below the level at which it 
stood on the eve of Marshall Aid, and the reconstitution 
of that reserve must still rank among the most vital 
objectives of British economic policy. That, inciden- 
tally, is a point which may have to be argued with more 
than usual force in the United States, where the 
emergence of a dollar surplus earned by the sterling area 


may all too easily be interpreted as an excuse for cutting 


down Marshall Aid allocations to Britain. 

Yet, after making due allowance for the reservations 
with which this improvement in the dollar account has 
to be viewed, there can still be no doubt of the import- 
ance of the trend which it reveals and of the significance 
for British exchange control policy which it should 
portend. It is clear that the improvement is not such 
as to justify hopes of any early move towards complete 
convertibility of sterling—that is, convertibility into 
dollars. The reserve will have to be built up to a con- 
siderably higher figure and more permanent evidence 
must be available of the readiness of the United States 
to live up to its responsibilities as a great exporting and 
creditor nation before that final and crucial step can 
safely be taken. But the improvement in the balance 
of payments and in the gold reserve has surely gone 
sufficiently far to enable British official thinking on the 
problems of exchange control with the non-dollar world 
to free itself from the persecution mania which has 
dominated it since the convertibility crisis of 1947. 
Surely, there can be no justification now, for example, 
for such negative measures as the exclusion of Belgium, 
Switzerland and western Germany from British trade 
liberalisation proposals on the ground that their inclusion 
might cost Britain gold. More important still, it now 
seems that Britain’s reservations about the proposals for 
the European Payments Union—in so far as they are 
due, not to a justifiable desire to safeguard the growing 
usefulness of the sterling mechanism, but to the fear 
of gold losses and to a hankering for the protection of 
bilateral agreements—can have little substance. It might 
be argued that the small surplus with the dollar world 
and the rising gold reserve which have just been 
announced do not necessarily mean that the sterling area 
is running a surplus with western Europe. But this 
would be a mere debating point. The fact is that there 
is such a surplus, and a substantial one, on the sterling 
area current account with ERP countries. Hence, the 
accrual of sterling balances by countries such as France 
and Sweden, which was causing some concern a few 
months ago, is now being reversed. 

The time seems to have come for a bolder policy, for 
a little more audacity, for giving a lead in dismantling 
exchange controls with the non-dollar world, for forward 
action where all too often Britain has in the recent past 
appeared to hang back. There is no excuse now for 
preventing travellers who leave Britain from taking 
jewellery with them, for making inventories of their fur 
coats and other possessions and thus proclaiming to all 
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the world that sterling is in poor fettle—for such tactics 
ensure that everyone who has a chance to do so will get 
rid of his sterling for some other currency. British 
authorities constantly proclaim the virtues of sterling 
as a great international currency ; they should stop con- 
tradicting these claims by the timorous and defensive 
manner shown both in the operation of exchange con- 


Who Holds 


= his telling retort to Mr Herbert Morrison on the 
eve of the general election, the chairman of the 
Stock Exchange revealed that the total turnover of 
Government securities on the market in 1949 amounted 
to £4,000 million—that is to say to rather less than 
one-third of the value of Government securities out- 
standing at the present time. The fact that so large a 
proportion figured in the market does not mean, how- 
ever, that the massive blocks of securities which are in 
“firm” hands or which are turned over much less 
rapidly than the most active holdings represent only 
two-thirds of the whole body of marketable Govern- 
ment securities. The influences upon the gilt-edged 
market, and the pressures to which it may be subjected, 
depend very largely upon the manner in which the 
securities are distributed between different types of 
holders—especially between those which are, and are 
not, highly responsive to changes in market conditions 
and in confidence. For this reason, from time to time 
various attempts have been made to estimate the 
distribution from this point of view. Two such estimates 
appeared in The Economist in the inter-war years, in 
1924 and in 1935. More recently, a general approach 
was made to the subject in a thought-provoking article 
on “ The Size and Shape of the National Debt ” in the 
February issue of the Midland Bank Review. The 
present article is intended to be in direct descent from 
the prewar articles in The Economist. It will confine 
itself, however, to the distribution of marketable 
Government securities included in the annual statement 
of the National Debt. 


This limitation of the analysis to what may be called 
“ direct ” Government securities requires some explana- 
tion. At March 31, 1949, the total deadweight National 
Debt amounted to £25,267 million. It can be sub- 
divided in the manner shown in Table I, both by work- 
ing downwards from the total to the large residual of 
marketable direct obligations, and by reckoning these 

directly, security by security. 

TaBLe I.—Deapweicut Dest 
(£ million) 

Marketable gilt-edged securities............. 


: 12,516 
SIE AION 5 sic hen ace Scenic ba Sates «Aca slp 5,897 
SAVINGS CPEURIORING oi occ aad sp os bb wecce ses 1,736 
Fees GIN os es cee é; 1,451 
Deteane Bema os cei. ces ae ois eo 977 
SOx Peele Cereraies og. ia. a os Seeiwcn 357 
2} per cent Treasury stock, 1986-2016....... 78 
** Other taternal debt 70535. os A SS 660 
REWROTE AOE. 25 i sas hd or bw hbo iw aoun 1,595 

WORE vied eu ek hee de soe bbe td Peres 25,267 


* Including “ pernianent”” debt to the Bank of England and the 
Bank of Ireland. 


The total given for marketable Government securities 
does not, however, include all securities in which the 
gilt-edged market deals, since it excludes Government 
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trol and in working out the monetary relations between 
Britain and non-dollar countries. Whatever reserya- 
tions have to be made about the swing in the balance 
of dollar payments, they cannot veil the fact that a 
striking improvement has set in since the devaluation 
of last September. It is high time Britain began to 
behave accordingly. 


Gilt-Edged? 


guaranteed stocks (including especially £1,800 million 
of electricity, gas and transport stocks). On the other 
hand, it includes some securities which, whether market- 
able or not, have never been “ marketed,” as well as 
some which have ceased to be marketable, such as the 
£100 million or so of Funding Loan and Victory Bonds 
tendered for death duties and held by the National Debt 
Commissioners until drawn or paid off. In all, it may 
be estimated that there are now between {12,000 and 
£12,500 million of “direct” Government securities 
which might be dealt in on the market, together with 
some {1,800 million of Government - guaranteed 
nationalisation stocks and an indefinable quantity of 
Commonwealth and corporation stocks which, if not 
strictly within the gilt-edged market, are certainly on 
its fringe. (The guaranteed debt has to be omitted from 
any analysis of distribution of holdings because it is 
excluded from all the relevant official data, notably that 
relating to departmental holdings.) 


Who holds these “direct” Government securities ? 
Some attempt at answering this question is made in 
Table II; but before any comment is made on the 
figures, it is necessary to explain how they are 
arrived at, and the very wide assumptions on which some 
of them rest. 


The first heading shown is that for departmental 
holdings. On November 10, 1949, Mr Glenvil Hall 
announced that £3,347 million of non-floating National 
Debt was held by Government departments on March 
31, 1949. Since the £1,450 million odd of terminable 
annuities must, presumably, have been in the hands of 
these departments (mainly held by the National Debt 
Commissioners for account of the Post Office and Trustee 
Savings banks) it must be assumed that the amount of 
marketable Government securities held by them totalled 
about {£1,900 million. 

When a similar tally of Government-held securities 
was given in 1945, it was stated that the Government 
departments included in it were the Admiralty, the 
Ministry of Agriculture and Fisheries, the Ministry of 
Fuel and Power, Crown Lands, the Department of 
Health for Scotland, the Treasury, the Ministry of 
Transport, the Custodian of Enemy Property, the Board 
of Trade, the Ministry of Health, the Post Office, the 
Paymaster General and the National Debt Commis- 
sioners. Of these the last-named are obviously by far 
the most important. The major holdings of the 
National Debt Commissioners can, in fact, be drawn 
separately from published returns. At the end of 
March, 1949, their holdings of direct Government 
securities for account of the National Insurance Fund 
amounted to just under £850 million and those for 
account of the Industrial Injuries Fund to just under 
£15 million. Holdings of direct Government securities 
as cover for Post Office Savings Bank deposits amounted 
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to just over £560 million at the end of 1948, and 
those as cover for Trustee Savings Bank deposits to 
£350 million in November, 1948. These holdings of 
the National Debt Commissioners seem, therefore, to 
account for some £1,775 million of the £1,900 million 
odd of marketable Government securities included in 
Mr Glenvil Hall’s reply. 


These figures, however, do not show the full extent 
of holdings in official hands. There are various other 
departmental holdings which may have fallen through the 
meshes of Mr Glenvil Hall’s net. One of these, the 
National Land Fund (which may or may not have been 
included in his latest statement) held £45 million on 
March 31, 1949. By far the most important of the bodies 
which are always excluded from the statements is 
the Issue Department of the Bank of England ; this holds 
£1,300 million, of which part is in marketable Govern- 
ment securities and part in floating debt. The sterling 
assets of the Exchange Equalisation Account, on the 
other hand, are probably mostly in floating debt. In view 
of the uncertainty surrounding the holdings of the Issue 
Department (the “ creature” which Sir Stafford Cripps 
used last autumn to squeeze the “ bears”) the figure 
suggested in the table for “ other official holdings ” is 
little more than a guess. 


The next big holders of Government securities to be 
considered are the banks. ‘Total investments held by 
the clearing banks, the Scottish banks, the Irish banks, 
the smaller English banks and those merchant banks 
which publish accounts amounted to some £2,375 
million at the end of 1949 (or at the latest accounting 
dates of those banks which do not give end-year figures). 
The holdings of Government bonds by discount houses 
amounted to about £275 million at their several latest 


TaBLeE IT.—MARKETABLE GOVERNMENT SECURITIES 


(£ million) 
Firm" Holdings : 
Government departments. ........ 626 ceeeeeeeceenees 1,900 
Other official holdings, say... ....-.-ccecescccsccces 600 
ea Ue ae Sai rae aie ie fa 3,000 
Assurance COMAPGMICs 6 ooo so oc se nddbndtics woes 950 


Friendly, Industrial & Provident Societies, Trade Unions, 
Railway Savings Banks, Superannuation and other 


rh ee ee epee rere Pera ee ere ee 550 
CONVOY OMI oc bce Sapiens ch ob ndad donee ns ccna sean 150 
Public Trustee and Bank Trustees, say.............--- 450 
Other firm holdings, including private trustees and 

Scttlernets, GHP vain css vec cecviesvacsanveseecece 3,000 

Total BOM 5 ORF. once ccevecccesceneseseees 10,600 

“ Other” Holdings : 
Public Joint Stock Companies. ..........6.5-00eeeees 300 
Borah ihn CR 5 5 ak GA iN iis vivir ns Cc aeinee 140 
Others (including private holdings), say.............+. 1,200 
fi ge a ee ree ee ee rere reer 1,640 


Total ‘‘ marketed’’ Government securities, say 12,240 


accounting dates. To these must be added the unascer- 
tainable holdings of the banking department of the Bank 
of England (the published portfolios of which include 
interest-free notes and floating debt) together with the 
holdings of British banks carrying on business abroad. 
A rough guess for these unknown items suggests that 
the grand total for bank holdings would be upwards of 
£3,100 million. Some of these investments will be 
Government guaranteed stock, so that this figure over- 
estimates actual holdings of direct Government 
securities. On the other hand, the banks even now 
show investments in their balance sheets at less than 
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market value (and, therefore, presumably below nominal 
value), so that the best guess for marketable securities is 
probably upwards of £3,000 million. 


The next figure to be examined must be the holdings 
of the assurance companies. Some {922.6 million of 
British Government securities and {208.7 million of 
Government guaranteed securities were shown for these 
companies in the 1948 return, the latest available. This 
figure, too, probably underestimates the market and 
nominal values ; a figure of £950 million for the nominal 
value of direct Government obligations alone, therefore, 
seems a reasonable (and perhaps a conservative) guess. 

Next in line in the table comes a rough estimate of the 
holdings of Friendly and Provident societies. The latest 
official information, relating to 1947, suggests that the 
total funds of the Industrial and Provident societies, 
Friendly societies, Trade Unions, Railway Savings 
Bank, Superannuation and other trusts amounted to 
some {990 million at that time. Industrial and 
Provident societies (which include the whole of the 
Co-operative movement) hold their funds in many 
different forms, but the other bodies (whose total funds 
amounted to over £475 million) were mostly confined 
to trustee securities. Perhaps £550 million is a reason- 
able guess at the magnitude of marketable Government 
securities held by all these groups but, being a guess, 
this figure is subject to a wide margin of error. 


The next group of holders comprises the Colonial 
Currency Boards. The reports of these boards give full 
details of their holdings, but, unfortunately, they appear 
only after a considerable time-lag. The sum of holdings 
of British Government securities listed at the latest 
available dates is about {150 million. Portfolios are 
almost certainly higher now, and the figure of {£150 
million shown in the table may be an under-estimate. 


All these various holdings can fairly be described as 
being in “firm ” hands—they are not likely to come into 
the market in a rush merely because of a sudden loss of 
confidence or because of a sudden need for finance. 
One more substantial class of holding must be added, 
however, before any estimate of the “ volatile ” categories 
of gilt-edged holdings can be reached. The addition 
required is that for the substantial holdings in the hands 
of trustees—of one sort or another—particularly, of 
course, executors of deceased estates. These holdings 
are liable to come on to the market both for the initial 
payment of death duties and to enable beneficiaries to 
live off the capital (where the executors agree) ; but, 
broadly speaking, it is fair to say that such holdings are 
not “volatile” in the sense that they are not sold for 
speculative purposes nor are sales from them particularly 
sensitive to market conditions. 


The Public Trustee has not issued an annual report 
since 1940, although it is understood that a new one 
may be published this year. An estimate of the depart- 
ment’s total investment holdings in 1947 (£350 million) 
and of the holdings of the trustee departments of eight 
clearing banks (£754 million) was, however, given in 
an article in The Banker in August, 1949. It is known 
that rather less than 40 per cent of the total holdings 
of corporate trustees are usually in British Government 
securities. When allowance is made for holdings of 
corporate trustees not included in the above data, an 
estimate of £450 million for total holdings of Govern- 
ment securities in the hands of corporate trustees seems 
plausible. 
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The figure given in the table for holdings by other 
trustees is little more than a guess. It is known that 
only about 4 per cent of Probate Registry grants currently 
go to the Public Trustee and the Trust Corporations ; 
on the other hand, the average privately-administered 
trust is probably only one-third or one-quarter of the 
size of the average trust handled by corporate trustees 
(and, in addition, the private trusts probably hold a 
smaller proportion of gilt-edged securities). It is on the 
basis of this tenuous arithmetic that the guess at £3,000 
million for “other firm holdings including private 
trustees, etc.” is arrived at. Private trustees’ holdings 
are not in “ firm” hands to the same degree that other 
holdings already examined are ; but the proportion of 
them that comes on to the market may depend on the 
pressure of the cost of living on dis-saving among rentiers 
rather than on speculative impulses and day-fo-day 


market conditions. 
* 


If these conclusions are sound, it would seem that 
the mainstay of activity in the gilt-edged market is the 
block of relatively volatile holdings of £1,500 million or 
so in the hands of joint stock companies and building 
societies (both of which groups have reduced their 
holdings appreciably since the flush days of 1945) and 
private investors. 


For an estimate of holdings of joint stock companies, 
recourse can be had to the series of company balance 
sheets analysed in The Economist since January, 1948. 
In 1949 the balance sheets of 2,860 such companies 
were analysed ; their total paid-up capital amounted to 
nearly 90 per cent of the paid-up capital of all registered 
public companies in existence at the end of 1948. The 
total gilt-edged holdings shown in the balance sheets of 
these companies amounted t {£276 million; it may 
be noted, incidentally, that gilt-edged holdings of those 
companies for whom comparative figures were available 
had run down by £44 million to £166 million between 
1948 and 1949. The figure of £300 million for holdings 
of public joint stock companies (including financial trusts) 
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given in the table is roughly arrived at by multiplying 
£276 million by the capital factor. It is presumed that 
the upward adjustment which should be made to allow 
for the fact that the market value of these securities as 
shown in company balance sheets was lower than their 
nominal value is rather more than counteracted by the 
downward adjustment necessary to allow for the probable 
inclusion in these figures of some Government 
guaranteed stock. 

The £140 million given for building society holdings 
is the figure for investments given in the March, 1950, 
issue of the Building Societies Gazette, adjusted for pos- 
sible under-valuation of securities and for inclusion of 
trustee stock other than Government securities. 


Finally, the table suggests that £1,200 million of 
residual holdings were in private or other unspecified 
hands. There is, of course, no reason why these holdings 
should necessarily be more or less “ volatile ” than the 
great block of the £3,000 million odd suggested as 
inherited stock under “ other trusts and settlements ” in 
the first part of the table, but it seems probable never- 
theless that most speculative holdings are included under 
this head. 


It is difficult to draw any direct comparisons between 
the estimates put forward in this tentative survey and 
those included in the 1935 survey, but certain broad con- 
clusions can be drawn. The total of marketable Govern- 
ment securities has more than doubled, but a considerable 
proportion of this increase—perhaps as much as a quar- 
ter—is in effect being carried by the Government itself 
through the greatly increased departmental holdings, 
while a further large slice has been absorbed by the Issue 
Department. Moreover, the expansion of bank and 
insurance portfolios has been at least proportionate to 
the growth in the total, and the mere increase in the scale 
of these holdings has perforce made them even less 
volatile than before. As a result, private holdings have 
not increased as markedly as other holdings, and the 
proportion of Government debt in private hands has 
undoubtedly declined. 


Business Notes 


The Budget Surplus 


The year-end Exchequer Return has not, this time, 
presented any major surprise. Its general pattern, indeed, 
conformed quite closely to that sketched in these columns 
three weeks ago. It was then guessed that the “ above-line ” 
surplus might surpass by £60-{70 million the £469.4 million 
for which the Chancellor budgeted last April. The actual 
excess proved to be £79 million, the surplus being £548.7 
million after providing {18.7 million for sinking fund. But 
if this guess was thus justified, so too has been the warning, 
given simultaneously, that the closing weeks of the year are 
notoriously difficult to forecast: for both revenue and 
expenditure proved to be rather less than had been expected. 

Above-line expenditure, it was known, would fall well 
short of the revised estimate of £3,478 million (including 
the £169 million of supplementaries) ; but the actual short- 
fall proves to be no less than £103 million—despite the 
fact that the whole of the year’s issues to the Civil Con- 
tingencies Fund have been repaid by charges above the line, 
and despite the provision of £5,000,000 more for debt ser- 
vice than the amount of the year’s “fixed” debt charge. 
Aggregate ordinary expenditure, at £3,375.3 million, thus 
shows an increase of some £200 million over that for 1948-49 


and surpassed the budget estimate by £67 million. That 
this excess is more moderate than was feared a few weeks 





BUDGET OuUTTURN AND ESTIMATE 
(£ Million) 


1949-50 
1948-49 Budget 


Actual Estimate Actual 
Above the Line :— 


POUONNE Feo sialic 4,007 3,778 3,924 
Expomditere ...cecceccss 3,176 3,508 3,575 
UNS Os is CS B31 | 469 549 
Below the Line :— ree ee . 
etre, 4g, EELRUET ERO Ee 66 62 66 
Papa ii BS 545 518 953 
Net payments .......... “479 456 487 
Overall Surplus ......... 352 3 62 
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ago is not, however, a source of consolation: it merely makes 
the prospective increase for 1950-51 the more disquieting ; 
it will amount to about £75 million, before allowing any 
margin for supplementaries. Moreover, outgoings for each 
of the three Service departments fell short of the original 
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estimate, the shortfall for the Army being as much as {£13 
million. The excess charge on original Civil votes was 
£76 million. 


* x x 


Large Non-recurring Receipts 


Ordinary revenue reached {£3,924 million; it thus 
fell short of the previous year’s yield by £83 million, 
but exceeded the budget estimate by £146 million. 
As has been apparent for some time, the whole of 
this excess was due to the buoyancy of special or non- 
recurring receipts. The three main “terminal” sources 
(surplus stores, receipts from trading, and Miscellaneous 
receipts) were expected last April to yield nearly £200 million 
less than in 1948-49; actually they have provided {104 
million less, at £204 million. Similarly, the yield from profits 
tax and EPT was expected to drop from £279 million to 
£240 million ; it has actually risen to £297 million. From 
these four categories of revenue alone the excess over estimate 
aggregates {£149 million. The one really unexpected feature 
of the Return is the poor performance shown for income tax. 
It was evident that the yield here would not attain the {122 
million increase on 1948-49 for which the Chancellor 
budgeted ; but the actual shortfall of nearly £52 million 
below estimate is a good deal larger than seemed likely a few 
weeks ago and provides a sombre augury for 1950-51. All 
other items conform closely to the recent expectations. The 
only other significant shortfall is in Customs, but this is 
more than made good by the gain in Excise (by £43 million, 
at £706 million). Surtax has provided twice the increase 
for which the Chancellor budgeted, and stamps have shown 
only half the budgeted fall ; death duties, from which a slight 
decline was envisaged, have gained nearly £13 million. The 
yield from this last item amounts to nearly {£190 million 
which, with the year’s residual collections of Special Contri- 
bution, makes some £310 million of taxation which is paid 
almost wholly at the expense of a levy on the current savings 
of the community as a whole. So long as dividend limitation 
is maintained, this is also true of most of the £296 million 
secured by taxation of profits. In other words, a sum com- 
parable to (and perhaps exceeding) the whole “ above-line ” 
surplus of £549 million consists of taxation which exerts no 
direct disinflationary force. 


So much for the “above-line” account. The “ below- 
line” account has run much more closely to the original 
estimates and would, indeed, have bettered them had it not 
been for the large lendings to local authorities through the 
Public Works Loan Board, which absorbed £272 million— 
£38 million more than in 1948-49 and £52 million beyond 
the estimate. Needless to say, a large part of this excess 
represents borrowings in anticipation of spendings, encour- 
aged by the artificially low lending rates which have been 
maintained. To the extent that these additional borrowings 
do not result in expenditure which would not otherwise 
have taken place, this is not an inflationary excess (though 
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it has the indirect effect of affording support for the gilt- 
edged market. Only one other item of “ below-line ” 
expenditure has appreciably surpassed estimate—the EPT 
refunds, which have of course moved in sympathy with the 
unexpectedly good yield from EPT collections credited as 
revenue “above” the line. Thanks to the crediting of the 
£8,000,000 gift from Australia, “ below-line” receipts have 
slightly exceeded estimate, so that the net outgoings were 
£486.7 million, or £31 million above estimate. In conse- 
quence, there was an “ overall” Exchequer surplus of £62 
million, which contrasts with one of £352 million for 1948-49 
but exceeded the original estimate for 1949-50 by {£49 
million. 
* * * 


Nibbling at the Subsidies 


The general expectation that on Wednesday the Minister 
of Food would announce some startling changes in food 
prices was not fulfilled. Only two foodstuffs were affected. 
The retail price of butter will be raised by 4d. to 1s. 1od. 
a lb. from April 23rd, reducing the subsidy on it from 1s. 4d. 
to 1s. a lb. The retail price of bacon will go up by 2d. 
to 2s. sd. a lb. from May 21st ; the subsidy will remain as 
before at Is. 2d. a Ib. 


The Minister of Food gave as reasons for these changes 
the recent increase in certain agricultural prices to 
British farmers and the “changes in the volume and 
prices of essential foodstuffs that we shall be buying 
from outside sources during the next few months.” Clearly 
if world prices are rising or the level of rations is increasing, 
some adjustment must be made to retail prices of food 
if total cost of the subsidies is to be kept within the limit of 
£465 million imposed by the Chancellor last year. And the 
effect of the price changes announced this week will be to 
raise the interim index of retail prices by just over half a 
point and to increase weekly expenditure per person by 13d. 


Few people will make any bones about this rise in the 
cost of living. But what in fact has the Ministry gained 
from its mathematical manipulations? When the new 
farm prices were announced it was estimated that about 
one-third of the burden of increased costs (£37 million) 
caused by the abolition of the feedingstuff subsidy would 
be passed on to the consumer. This is now happening in a 
disguised form—the increase being put on the price of butter 
and not on meat or milk. Reducing the butter subsidy 
by 4d. a lb. saves the Ministry £12} million a year—at a 
four ounce ration—which is, near enough, equivalent to a 
third of £37 million. On bacon, the Ministry saves nothing 
since the subsidy remains unaltered. It merely passes on to 
the consumer the § per cent increase in price it agreed to 
pay Canada this year. If, of course, prices to other suppliers 
of bacon do not increase by § per cent, the Ministry will 
make a small windfall profit. But it is clear that the major 
problem of pruning or even limiting the food subsidies has 
not been tackled. 
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Finance and Investment 


Fall in Bank Deposits 


The phase of declining bank deposits under the 
influence of seasonal Exchequer surpluses naturally peters 
out when tax-gathering passes its peak, so that only a small 
decline was expected to be shown by the clearing banks’ 
return for March. The actual decline in net deposits 
proves to have been £59 million, compared with £246 
million in February and £72 million in January. This 
contraction is, however, very much larger than that which 
occurred in the corresponding month last year, despite 
the fact that advances continue to outpace their 1949 rate 
of growth. They rose ita March by £29 million, com- 
pared with just over £25 million in March, 1949, bringing 
the increase for the seven months since last August up to 
no less than £163 million, in contrast with £92 million in 
the similar period of 1948-49. Over these seven months 
which span the whole period since devaluation, net deposits 
have dropped by £153 million, or by £45 million more 
than their decline in the similar period a year previously. 
The whole of this improvement is attributable to the 
better showing made last month, and, unfortunately, this 
seems to have been mainly due to a special transaction 
which has no disinflationary significance. Early in March, 
as noted in these columns at the time, the International 
Monetary Fund decided that it was no longer necessary 
to hold in cash so large a proportion of its sterling resources 
as hitherto ; the ratio to be held in balances at the Bank 
of England was thereupon reduced from 10 to 1 per cent, 
thereby releasing roughly £42 million for employment in 
the special interest-free Treasury notes in which the 
remaining balances are held. The British Treasury thus 
secured funds which it was able to use to redeem a corre- 


sponding volume of its indebtedness to the banking 
system, 


In comsequence, the reduction in the banks’ holdings 
of money market assets and Treasury deposit receipts, 
taken together, was more marked last month than in the 
corresponding month last year. The further repayment 
of TDRs reduced the total to only £444 million, or £511.5 
million less than in March, 1949, and no less than £1,554 
million below the peak holding of 1945. The ratio to 
deposits has thus fallen to only 7.7 per cent, compared 
with 195 per cent as recently as last July, when the policy 
of switching from TDRs to bills was resumed. Thanks to 
the net repayment of Government indebtedness over the past 
twelve months, the increase in the banks’ money market assets 
has been less marked than the decline in their TDRs ; even 
so, these assets now represent over 28 per cent of deposits—a 


very much larger proportion than was customary before 
the war. 


* * e 


Mr Cube Carries On 


Lord Lyle made it perfectly clear at the annual meeting 
of Tate and Lyle this week that he for one does not regard 
the threat of nationalisation of sugar refining as over. He 
stated that “the nationalisers are indeed discredited ; they 
are not yet vanquished ; they are only stunned.” In these 
circumstances Mr Cube is to have no holiday. Lord 
Lyle expects that the group’s expenditure on advertising, 
including the anti-nationalisation campaign, which increased 
from £13,380 to {£47,217 in the year to October 1, 1949, 
will be considerably higher in the current year. For he 
indicated in his address that “we have had to come to the 
conclusion that we were mistaken in believing that low prices, 
excellent gay and good service were sufficient in them- 
selves to shield us from the unscrupulous propaganda of the 
enemies of free enterprise. I think that the general public 
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must be kept better informed than it has been in the past op 
the achievements of free enterprise in sugar refining.” 


While he pays lip-service to the present need for dividnd 
limitation and wage freezing to curb inflationary pressure 
Lord Lyle has also stated the intention of the group 
ultimately to use profits carried forward by the company 
at the end of 1948-49 to make an increased distribution 
to both shareholders and employees. In this connection— 
not deterred by the slight setback from {4,625,157 to 
£4,381,976 in group trading profit in the past year which js 
attributable largely to lower export margins, higher costs 
of improved wrappers—he sees “no immediate conditions 
which would prevent us from continuing to distribute at least 
the same amount of dividends from Tate and Lyle as in the 
past.” And finally, to heal the breach made by the hiving-of 
operation in the past year, the group proposes at some future 
date to restore the present 15s. units of the parent company 
to their former value of £1 by the capitalisation of part ot 
general reserves now amounting to £2,000,000, 


* * * 


Cement on Guard 


The cement industry also considers it necessary to 
remain on guard against any future resurgence of nationalis- 
ing tendencies. In his speech to shareholders of Rugby 
Portland Cement, Mr H. W. L. Reddish states that “it 
would be most unwise to assume that the danger of nationali- 
sation is past.” The industry will doubtless continue to 
emphasise its recent achievements under private enterprise 
without the aid of any symbol of free enterprise such as Mr 
Cube. The record results of the Rugby Portland group in 
1949 indeed speak for themselves. Although increases in 
capacity were only on a minor scale, production, sales and 
exports all created new records during the year. Group profit 
increased from £355,516 to a new high level of £396,393 
for the year to December 31, 1949, though this has been 
made possible only by high profits on the export business. 
Mr Reddish points out that profit margins in the home 
market have remained controlled at below the prewar level 
in spite of doubled costs of production. 


Mr Reddish has no inhibitions about dividend limitation, 
as is shown by the further increase to 174 per cent for the 
past year in the dividend of Rugby Portland Cement, follow- 
ing the rise from 12} per cent to 15 per cent for 1948. In his 
view it is necessary to frame dividend policy, inter alia, in the 
light of its effect on the market price of the company’s shares. 
The directors, it is stated, must safeguard the company’s 
chances of meeting its possible future capital requirements 
in the open market. In addition, the possible threat of 
nationalisation obliges the directors to bear in mind the stock 
exchange valuation method which was adopted for iron 
and steel companies in the Steel Act. Even so, Mr Reddish’s 
main objection to dividend limitation still appears to be one 
of principle against outside dictation of any sort—not that 


the cement industry has paid any apparent heed to dividend 
limitation in the past. 


* * * 


Leopoldina Railway Scheme 


_ Stockholders of Leopoldina Railway have had a long 
wait since the agreement for the sale of the undertaking 
in Brazil to the ‘Brazilian Government was signed in May 
last year. One of the conditions of ratification of this 
agreement was the acceptance of a scheme of arrangement 
between the company and the holders of its own debentures, 
its loan and share capital, and also of the 5 per cent first 
debentures of the Leopoldina Terminal Company guaranteed 
by Leopoldina Railway. The scheme has now been submitted 
to stockholders. It confirms the original purchase price of 
£10,000,000 for the railway system, but to it is added 
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A showroom 


for the world 


At the British Industries Fair the achievements of 
Britain’s industrial skill will be viewed by business 
men from all parts of the world. To assist them the 
Westminster Bank has established 
offices at each of the three Sections. 
All normal banking transactions 
can be carried out at these offices 
and experts in all aspects of the 
Exchange Regulations will be in 
daily attendance. Arrangements 
are also in operation to supply 
status information and to place 
manufacturers and buyers in touch with each other. 
These facilities, available to all who visit the Fair, 
form part of the comprehensive service which the 
Westminster Bank provides for financing foreign trade. 


WESTMINSTER BANK LIMITED 


British Industries Fair 


LEONDON 
Olympia: Stand A8, Ground Floor, Grand Hall 
Earl’s Court: Stand 04, Ground Floor 


BIRMINGHAM Stand A201 











—-@ 


Cycles Cosmetics Costumes Clocks Carpets 


China Chemicals 
are some of the goods bought from Great Britain by 
Australia and New Zealand. What other imports do 
they require? What can they export to this country? 
The answers to such questions can easily be supplied 
to businessmen by the Overseas Department of 


THE BANK OF AUSTRALASIA 


(Uncorporated by Royal Charter 1835) 
MANAGER: G. C. COWAN 
Head Office: 4 Threadneedle Street, London, E.C.2 


Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House) 
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INDUSTRIAL AND COMMERCIAL 


I.C. F.C. 


FINANCE CORPORATION LTD. 


I.C.F.C. was set up in 1945 by the English and 
Scottish Banks, with resources of £45,000,000, 
to supplement existing facilities by providing 
an accessible source of share capital and long 
term funds for well conducted businesses 0! 
small or medium size. It applies to all pro- 


posals the usual canons of sound finance and 


I.C.F.C. so far has made available over 
£19,000,000 for British Industry, divided 
among more than 290 concerns of many kinds. 


Full particulars of the factlities offered 
may be obtained from the General Manager, 


is not averse from supplying risk capital. 
7, Drapers Gardens, E.C.2. 
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£908,000 for stores and stocks as estimated before devalua- 
tion and {£509,000 proceeds from the realisation of other 
assets, making a total of £11,417,000. It is estimated that 
£8,486,029 of this amount would be available for distribu- 
ion. 

It has thus been necessary to allow some. £2,930,000 to 
cover likely expenses and contingencies — including 
{2,333,800 current liabilities in Brazil, £394,000 for 
exchange losses, £277,000 for United Kingdom taxation, 
current administrative charges and expenses in winding up, 
£303,000 for pensions and compensation and £18,000 for 
compensation to directors for loss of office. 


” * * 


Share-out Details 


The estimated £8,486,029 available for distribution to 
stockholders would be applied, as in the accompanying table, 
in two instalments. The first £6,933,558 would be paid to 
debenture holders of the Railway Company and Leopoldina 
Terminal ; the second instalment of £1,552,471 would go to 
the preference and ordinary stock of the Railway Company. 
Any further amount available in excess of £8,486,029 would 
be applied in two equal parts. One part would provide 
further interest on the debentures of the Railway Company 
and the other as to 514 per cent to the preference and 485 


LEOPOLDINA RAILWAY SCHEME 

















: eine 
| Compen- | Stock Price | Price 
Stock and Compensation Terms | sation Out- April 3, | April 4, 
| Amount standing 1950 | 1950 
| | 
—_— ’ — 
j } 
ae of £ £ 
Leopoldina Railway 
4 per « ent Debenture: | 
i Redemption at £100 per cent .. | 4,880,189 _ ' _ _ 
ii Interest at 4 percent per annum | 
for 1 year (up to December 31, | 
RUE 66 apa Oke ceece eek pence 195,208 os -- | ao 
| 5,075,397 | 4,546,499; 95) | 9 
6} per cent Terminable Debentures: | | 
i Redemption at 105 per cent | | 
(rate at which convertible to | 
4 per cent debentures) ........ |} 673,680 | _ —_ 
ii Interest at 4 percent per annum j 
for 114 years to December 31, | | 
ROG ncn} tases sapecnek eae -- | 295,136 — -- 
| 968,816 | 132 126 
Coupons severed from 6} per cent 
terminable debentures prior to 1948 | 
converted to 4 per cent debenture 
stor k : ! 
i To be paid at 4 per cent per 
OTR. «6s cdesbcchasbauunkae 62,580 934 9 
Leopoldina Termina! 
5 per cent Ist Debentures (guaranteed 
by the Railway Company) : 
i Cash payment of 92} per cent to | 
each debenture holder......... | 826,765 | 893,800} 100 91 
ii Ordinary Stock of Leopoldina 
Terminal at rate of £70 Stock for | i i 
each £100 debenture stock. .... | Nil | — “= _ 
(Valued at /6.10s., making total | 
compensation of £99 per cent) i 
Total Ast Instalment............+.: 16,933,558} — | — | — 
~_— - - — ~ a a rm le titel tata eet Ds iicathnaae tala i 
| i 
| 
Leopoidina Railway i | 
5} per cent Preference : j | 
1 £28 per cent nominal ......... i 796,695 | 2,845,340 28 | 254 
Ordinary Stock : i | 
i £11 per cent nominal ......... | 755,776 | 6,870,690; 10 | 9 
Total 2nd Instalment.............. | 1,552,471 _ _ _ 
Tora Ist & 2np INSTALMENTS........ 8,486,029 her OO aes 


‘ 
} 


Note: All interest payments are gross. Macs 


per cent to the ordinary, the same proportions as in the 
second instalment. The company appears fairly confident 
that at least the first two instalments would be available 
as a result of the scheme, but estimates of “ sweepings ” 
are necessarily tentative. The share-out between the various 
classes appears equitable. The arrangement whereby the 
5 per cent first debentures of Leopoldina Terminal are 
written down to £1, and the arrears of interest payment 
obligations now becomes the sole responsibility of the 
Terminal Company, may provoke adverse comment—the 
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stock was marked down sharply after the details of the 
scheme became known. Yet this arrangement appears 
justified on the ground that the present guarantee of interest 
on this stock (now {1,206,006 in arrear) by the Railway 
Company ranks after the secured claims of the Railway Com- 
pany’s prior charges, while it is prudent to offer something 
to the ordinary stock in view of their required sanction to 
the scheme. 


The consent of a majority of all classes of stockholders 
is required and there is good reason why it should be given, 
The railway has lost. heavily since the Brazilian Government 
assumed operation, and is now earning barely enough to 
pay its wages bill. Failure to approve the scheme would 
mean the return of the railway to the company ; and the 
consequences would be disastrous. It would also entail the 
return of £500,000 paid on account by the Brazilian Govern- 
ment and would confront the company with the need to find 
the finance, not only to carry on an unprofitable undertaking, 
but also to discharge the heavy accumulated liabilities in 
Brazil for which provision has been made in the scheme. 


* «x x 
Diamonds for Dollars 


South Africa has decided on heroic measures to stop the 
drain on its dollar income which the shunting of some of its 
potential dollar exports through soft currency countries has 
entailed. So long as sterling remains at a sizeable discount 
against the dollar in the free markets of the world, it is 
profitable for those who can lay their hands on cheap ster- 
ling to buy South African diamonds (and any other 
commodities on which freight charges are low in relation 
to value) for the purpose of immediate resale to the United 
States. For some time past the South African Government 
has been considering ways in which it can tighten exchange 
regulations to prevent such shunting ; concurrently, how- 
ever, “certain interests” in the diamond trade have 
apparently been devising means whereby they may keep one 
step ahead of the machinery of control. The Union 
Treasury has therefore announced that as from April 3rd 
all exports of South African rough or cut diamonds to 
countries other than Britain must be paid for in United 
States dollars. Contravention of this regulation will carry 
with it very heavy penalties. There is no doubt that this 
blocking of one of the most lucrative uses for cheap sterling 
would be welcomed by Britain for its own sake, even if 
the new financial arrangements with South Africa did not 
give Britain a considerable vested interest in the size of 
the Union’s gold and hard-currency reserve. 


* x * 
Building Society Trends 


_At this week’s annual meeting of the Halifax Building 
Society the chairman, Mr Algernon Denham, answered recent 
criticisms that the bigger building societies have tended to 
become more commercial in their operations. True, the 
society’s average advance on new mortgages in the year 0 
January 31st was £895 compared with £600 in the immediate 
prewar days, but this increase is considered moderate in 
view of the present inflated prices of property—which tests 
taken by the society show to be still rising for properties o! 
vacant possession. It is clear from the figures Mr Denham 
cited that the investment of limited company funds has made 
only a small contribution to the record total of £144,873,742 
in the share and deposit accounts of the Halifax as at 
January 31, 1950. In the subscription share department, 
where investments are made on a regular monthly basis up 
to a maximum of £10 a month, less than £18,000 out of the 
total investment funds of £13,458,873 has been subscribed 
by limited companies. Similarly in the paid-up share 
class I section, reserved for members who have to keep up 
a sustained saving effort over a period of fifteen years, less 


than £54,000 out of £14,570,156 is attributable to limited 
companies. 








he 


irs 


ng 


1S 
1g 
if 
of 
of 





THE ECONOMIST, April 8, 1950 


The low proportion of limited company funds in these 
accounts in fact follows from the strict limitations imposed. 
But even in the paid-up share department class II which Mr 
Denham describes as “the popular medium for investment 
of capital sums,” out of a total of £73,900,124 only £394,487 
represented limited company funds. In the deposit section 
the proportion was somewhat higher, since £1,033,023 out of 
£42,944,589 has been deposited by limited companies. Yet 
the Halifax can still justly claim to be a haven for the small 
investor, since on this showing more than 98 per cent of its 
total of shares and deposits has been largely subscribed by 
private investors. The average holding of the 475,666 
investors in the Society is £305, despite the increase to 
£2,500 last August in the maximum amount acceptable from 
any investor in a period of one year. 

A similar emphasis on the needs of the small man is seen 
in the mortgage account of the Society as at January 31st. 
For the first time mortgage advances have been subdivided 
between those above and below £2,000. In 1949 only 1,511 
mortgages totalling £5,442,529 were made for amounts 
exceeding £2000, while 28,126 mortgages representing 
advances of {21,074,111 were for amounts below £2,000. 
In the previous year, of £23,907,060 of new mortgage 
business, £18,756,716 was for sums below {£2,000 and 
£5,150,344 for higher amounts. These proportions do not 
differ widely from those for the Abbey National in 1949. 
Out of a total of £28,139,821 advanced on mortgage by the 
Abbey National in 1949, 25,542 mortgages amounting to 
£21,153,233 were for amounts less than £2,000 and 2,341 
mortgages representing £6,986,588 for more than £2,000. 
In 1949 the Woolwich Equitable advanced {10,086,577 in 
13,209 mortgages not exceeding {£2,000 and {3,764,259 in 
1,025 mortgages above £2,000. 

The chairman of the Halifax may be considered by sections 
of the building societies movement to have ultra-conservative 
views on liquidity requirements under present conditions. 
Although the liquidity ratio of the Halifax was reduced from 
29.58 per cent to 25.94 per cent of assets in 1949-50, this is 
still considerably higher than the average of some 16 per 
cent for the whole movement at the end of 1949 as 
estimated by the Building Societies Gazette. Mr Denham 
does not consider a ratio of less than 20 per cent sufficient in 
the present conditions. He attributes the higher present 
requirement of funds compared with the 10 per cent ratio 
regarded as prudent before the war partly to a slowing down 
in the rate of accelerated repayments, as well as to the 
primary obligation promptly to meet possible applications 
for withdrawals by investors in the existing unsettled 
economic conditions. 


* * * 


Sterling and South American Trade 


The British Embassy in Buenos Aires has now con- 
firmed that Britain intends to pay Argentina only {90 a 
ton for meat in 1950-51, compared with £97.536 a ton in 
1949-50; this decrease is said to be prompted by the 
general downward trend of world food prices. At the 
moment, the Anglo-Argentine trade talks are reported to be 
in a state of suspended animation ; the fact that they have 
not been killed stone dead by the British proposal is eloquent 
testimony to the desperate condition of Argentina’s sterling 
reserve, to which attention has been drawn in several recent 
issues of The Economist. 


Another sign that sterling has become a desirable cur- 
rency in southern Latin America is the speedy and success- 
ful conclusion of negotiations for a three-year payments 
agreement with Paraguay. The main feature of this agree- 
ment is that payments between Paraguay and the sterling 
area will continue to be made in sterling. For the past two 
years Paraguay has been running up a sterling surplus 
of about £400,000 annually, but has apparently not been 
at all unwilling to do so. Negotiations for extending the 
trade agreement with Brazil, which expired at the begin- 
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ning of this month, seem, however, to have run into more 
difficult weather. Brazil is now the South American country 
with the largest sterling balances left ; even so, its holding 
at the time of devaluation was estimated at only £35 million, 
of which nearly £16 million seemed to be bespoken for the 
purchase of formerly British-owned railways and railway 
stores. Since September, Brazil’s balances have probably 
increased, partly because it imposed severe new import 
restrictions in the summer and autumn and partly because 
Britain has been buying more cocoa and at least as much 
medium staple cotton from Brazil as it did before. But in 
trade negotiations with Brazil, as with its neighbours in 
Latin America, the difficulty this year is going to be centred 
in its sterling shortage and not in its tendency to convert 
sterling into hard currencies under the rose. 


x * * 


Taxation of Foreigners in Japan 


Considerable concern—and no little confusion—has 
been caused in London by reports from Tokyo of the effect 
of the new Japanese Budget on the taxation of Allied 
nationals. Since the war Allied nationals in Japan have not 
paid local income tax although it has been understood 
for some time that this exemption would be withdrawn in 
the coming financial year. | Unfortunately, the new tax 
scales impose a much bigger burden than had been expected 
—chiefly because both basic salaries and cost of living 
allowances are to be counted as income assessable to tax. 
Allied firms operating in Japan estimate that a fairly 
junior employee receiving a basic net salary of £750 per 
annum needs at present a cost-of-living allowance of 
between £1,000 and £1,200 a year. This rate of remunera- 
tion would, however, hoist such an employee right up into 
the super-tax level under the proposed legislation ; a net 
remuneration at this level, after super-tax at 55 per cent, 
could be reached only if a very much higher gross income 
were paid. Certain key personnel in foreign businesses 
as well as the members of certain specified professions may 
be granted an exemption up to 50 per cent of the 
tax payable under the new legislation ; it seems probable, 
too, that other Allied business men, bankers and 
missionaries in Japan may be granted this exemption for 
the financial year 1950-1 only. But, if the present legis- 
lation goes through, the employment of junior European 
personnel by European firms in Japan after the middle of 
next year will simply not be worth the candle. 

The dismissal of junior European personnel—and their 
replacement by Japamese—is of course the object which 
the authors of the legislation have in view. There is some 
sign, however, that the more moderate members of the 
Japanese Government realise that foreign firms will not 
continue to operate—much less to expand their activities— 
in Japan if they cannot train their future key personnel at 
reasonable training salaries in that country. Since the 
prosperity of these foreign firms is a vital interest for the 
prosperity of the Japanese economy, many Japanese would 
be likely to welcome a mild prodding exerted on the Tokyo 
government by General MacArthur. The latter is enjoined 
by his mandate to ensure that burdens are not imposed on 
Allied nationals in Japan in order to pay jor the repair of war 
damage and for reconstruction; although it is always 
impossible to say what part of any government’s revenue 
is intended to pay for war damage and what is not, a 
prima facie case seems to exist for a strong Allied protest. 


. x « 
On Buying Timber 

At. the beginning of this month Timber Control 
adjusted its selling prices of softwood. The better qualities 
from dollar sources have become somewhat dearer; Swedish 


and Finnish timber has become cheaper. This announce- 
ment comes strangely at a time when the Finns are charging 
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Britain about 5 per cent more on this year’s contract for 
225,000 standards. The prices are in fact back to their 1948 
level. So far, apparently, Timber Control has made no 
purchases in Sweden, though prices there have also risen. 


In the past, negotiations with Sweden usually opened in 
November but last year Britain made no move, hoping that 
by keeping off the market it could force prices down. 
Sweden had previously warned Timber Control that Ger- 
many was beginning to buy heavily. That advice was, no 
doubt, regarded by Britain as part of the seller’s technique. 
But it proved true. Sweden has sold large quantities of 
timber not only to Germany but also to other European 
countries. It has also sold increased quantities of pulp to the 
United States—all at prices substantially higher than in 
1949. Today Sweden has only 100,000 standards of softwood 
left from this year’s cut, and since Swedish stocks are them- 
selves low, it is not anxious to dispose of that quantity. Last 
year Britain imported nearly 200,000 standards from Sweden. 
Is this quantity to be made good by Russia—particularly 
since supplies will no longer be coming from Germany—or 
is the housing programme to be cut still further? 


The price paradox is, of course, readily explained by 
the fact that Timber Control is adjusting its selling prices 
to its purchase prices and not to replacement costs. 
The control bought at cheaper prices last year, and that 
benefit is now being passed on to the consumer—although 
replacement costs have meanwhile increased. This is 
surely a naive method of determining prices ; but perhaps 
it is no more naive than the method which has been pursued 
to secure adequate supplies of softwood for Britain. 


x x * 
Reverse in Tin 


The tin market has experienced its first serious reverse 
since it was reopened last November. A fortnight ago 
the spot price in London crept up to £6043 a ton. This 
week it was quoted at {£580}. The contango which was 
established two weeks ago has remained and tin at three 
months’ delivery now costs £581} a ton. The hope that the 
United States would soon renew its stockpile purchases has 
not been fulfilled. Not only has there been no sign of any 
such buying in the open market, but commercial demand 
both in Britain and in the United States has also weakened. 
Even the outcome of the recent meeting of the Tin Study 
Group failed to give the market a fillip. 


The official communiqué issued after the meeting esti- 
mated world production of tin this year at 172,000 tons, 
compared with 161,000 tons in 1949, while output in 1951 
and 1952 is expected to rise to 191,000 tons and 199,000 
tons respectively. The communiqué explained that these 
estimates were based on the existence of “ conditions con- 
ducive to full production and also on political and social 
stability in the main producing countries.” “ Unrestricted 
consumption” of tin in 1950 was put at 127,000 tons, in 
1951 at 136,000 tons and in 1952 at 140,000 tons. Commer- 
cial consumption last year reached 118,000 tons, but a size- 
able additional quantity went into the American stockpile. 
These figures exclude the Soviet Union and include only 
nominal estimates for production and consumption in China. 


The estimates at least reveal one thing—that the Study 
Group fears a surplus of tin within the next two years ; 
hence its request for another restriction scheme. But of 
what value are these estimates given the assumption on which 
they are based ? Is the demand for tin—and, indeed, the 
supply—is so inelastic that were it sold at {500 a ton 
there would still be a “ burdensome” surplus? Producer 
countries apparently think so, though the United States does 
not. Also, might not purchases by Russia and strategic 
purchases by the United States absorb this apparent excess 
of supply ? The Study Group has given answers to neither 
of these questions, yet it is convinced that only by restricting 
exports (and presumably keeping the price artificially high) 
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can the best interests of producers and consumers be served. 


But protagonists of restriction have little solid founda- 
tion for optimism. At the recent meeting the resolution 
requesting the Secretary-General of the United Nations to 
convene an international conference was passed by a 
majority vote. But such tactics cannot be adopted at an inter- 
national conference to bring into operation a commodity 
agreement. A majority among consuming countries would 
also have to be obtained. 


* * * 
Problems in Tea 


The prospects for reopening the London tea market 
next year are fading, unless the Minister of Food should 
decide to take the plunge now and to permit private 
import under Ministry regulation. Clearly there are two 
problems which must be solved before the tea trade can be 
returned to private hands. The Ministry must first ensure a 
reasonable ration in the period immediately before Mincinz 
Lane is reopened ; this condition also implies that availabl: 
stocks must be adequate to permit a smooth transition from 
Government to private trading. Second, the Government 
must decide either to abolish the subsidy on tea—now 83d. 
a lb.—or to keep it at a settled level. The two conditions are 
interrelated. 


Although in the past season, which ended last week, 
Ceylon contracted to send 130 million Ib. of tea to Britain, 
only 119 million lb. was actually shipped. This shortfall 
is not of itself important. But reports from Ceylon suggest 
that the maximum quantity the Ministry of Food will be 
allowed to buy on contract this year will be only 100 
million Ib. and even this quantity will not be forthcoming 
unless the price offered is about 6d. a lb. above last year’s. 
On Monday the Parliamentary Secretary to the Ministry 
of Food stated in the Commons that the Ministry hoped to 
buy as much tea this year as last (454 million lb.). But thar 
was probably no more than a pious hope. So far no 
decision on prices has been reached with producers, and in 
the meantime Ceylon growers are selling their teas in the 
Colombo market. 


Stocks of tea in Britain have been built up during 1949, 
but they are not sufficient to maintain a ration of 23 ounces 
should imports fall this year. Some supplies may be avail- 
able from Indonesia, but not in any quantity. As with many 
other foods, it seems that if Britain is prepared to pay 
the price it can get the goods. But that in turn may mean 
educating the British consumers to the reality of prices in 
world markets, 


Industry 
The Film Quota 


Parliament approved without a division the Order by 
the President of the Board of Trade to reduce to 30 per 
cesi the quota for British first-feature films in the coming 
year, which begins on October 1st. The reduction is dis- 
tasteful to Government and Opposition alike, for neither 
has yet questioned the principle that the quota should be 
fixed at the highest level which the prospective output 0! 
British films can be thought to permit. But the decline in 
production, and the agreement of producers and exhibitors 
in the Films Council on a figure of 30 per cent, had left nv 
other course open. Mr. Harold Wilscta, who opened 2 
gloomy debate by explaining the arithmetic of the matter, 
took as his basic figure an annual requirement of 156 first- 
feature films, British and foreign, for the three circuits— 
and for most other cinemas too, since these “ will generally 
prefer to play the same films as the circuits, where they 
can get them.” For the first quota year under the present 
Act (1948-49) the quota was fixed at 45 per cent on the 
calculation that this would require 71 films to meet it; in 
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the event, 72 new films and two old ones were available, 
and therefore “ pretty well every new film of anything like 
first-feature standard ” got a circuit booking. Even so, there 
were 1,474 defaults, and Mr. Wilson, who was pressed to 
be more active in prosecuting defaulters, agreed last week 
that this number was “higher than is healthy for effective 
administration of the Act, and higher than the house had 
in mind when the quota Act was passed.” 


This was the year for which some of the producers talked 
of a quota of 50 per cent. Twelve months later, when the 
quota for the next period (the year which is now half gone) 
came to be discussed, the producers again asked for 50 per 
cent, the exhibitors suggested 25 per cent, and the Films 
Council—by the chairman’s casting vote—recommended 
33} per cent. The President of the Board of Trade decided 
to disregard the council’s advice and ordered the quota of 
40 per cent which is now in force. He said in last week’s 
debate that the council’s estimate of 74 films available to 
cover this quota will probably “just about” be realised, 
“ although of course this allows no margin of choice as pro- 
bably ten of the films will hardly justify showing on a 
national basis.” 


For the third year, which begins next October, the pro- 
ducers appear to have held out hopes of 106 to 108 films, 
but the Films Council has cut this estimate to 50 or 60. 
Assuming a total requirement of 156 films a year, Mr. 
Wilson said that 48 films will be needed to cover the new 
quota of 30 per cent ; and if the 50 or 60 materialise, then 
exhibitors may get a certain freedom of choice. 


To say, as the President said, that “both the Govern- 
ment and this house have been let down by the industry 
over the past two or three years” is of little use in the 
circumstances. The debate left a good deal of doubt 
whether the machinery of the present Act permits a reason- 
able freedom of consumer’s choice. It left in continued 
uncertainty the question whether a high quota is desirable. 
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But it permitted no doubt on one point, at least, which 
ought to have been apprehended earlier: a high quota, to 
be durable, would need to follow instead of preceding the 
effort to put the industry on a sounder basis. 

* * * 


Mr Bevan and “ Proprietary Medicines ” 


The Minister of Health said in a written answer last week 
that £43,250,000 had been spent on drugs up to the end 
of February by the National Health Service, and he estimated 
that “at the rate at which proprietary medicines are now 
being prescribed they account for rather more than 30 per 
cent of the current cost.” This is not such a discovery 
as it sounds, because the Minister was apparently not using 
the term “ proprietary medicine ” in its ordinary sense. The 
term commonly refers to drugs which are advertised direct 
to the public—the sedatives and other common medicines 
which are used for the self-treatment of minor ailments. 
It was until recently a fairly widespread practice of manu- 
facturers to give registered trade names even to drugs which 
were identical with those supplied by other firms. A 
“national formulary ” was sent out last year in an attempt 
to persuade doctors to use the pharmacopceial names in 
their prescriptions. The formulary gives the pharmacopeeial 
name of the drug together with the various trade names by 
which it is known. Since then several firms, which formerly 
applied registered trade names to their drugs, have given 
instead the pharmacopeeial name together with their own 
name as manufacturers. Accordingly, many prescriptions 
are now made out in this way. 

But Mr Bevan’s definition makes a drug “ proprietary ” 
when it is prescribed by anything more than its pharma- 
copeeial name alone. This means that if a pharmaceutical 
manufacturer has built up a reputation high enough to 
cause doctors to specify his preparations, these are auto- 
matically classed with the common proprietary medicines. 
The new antibiotic chloramphenicol is more widely 
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recognised by its trade name, chloromycetin, in which form 
it now becomes a “ proprietary ” although there is only one 
maker of the drug in Britain. The same applies to specific 
preparations of penicillin, like crystalline penicillin G eye 
ointment: Glaxo, which is not yet in the British 
Pharmacopeeia and which is not believed to be made by 
any other firm. 


The Ministry of Health is trying to secure the general 
and exclusive use of the pharmacopeeial names in the hope 
that this will produce economies. It may reduce the number 
of different preparations which are now carried by the 
chemist and wholesaler, but under present conditions it is 
unlikely to mean more than that a chemist meets a prescrip- 
tion for, say, a vitamin preparation from the first branded 
product to hand which meets the formula. The industry 
is too competitive for the prices charged by different 
manufacturers to differ noticeably without cause. 


While some firms approve the Ministry’s policy, some of 
the most reputable do not, and there is weight in 
their arguments. They hold that the public’s protection 
against sub-standard methods of production lies in the 
identification of the manufacturer with his product, and 
that through this identification the manufacturer gets his 
reward for attention to quality and investment in research. 
They argue, too, that the future of the export trade in drugs 
depends on the use of trade names. The definitions and 
standards of the British Pharmacopoeia are unrecognised 
in many overseas markets, and medical authorities abroad 
have come to identify certain standards of quality with the 
names they see advertised in British medical journals circu- 
lating abroad. Last year more than £18 million worth of 
drugs were exported, and many firms feel that this business, 
which is becoming increasingly competitive, should not be 
jeopardised for the sake of hypothetical economies. They feel 
that the National Health Service offers other, more promising, 
fields for economy than this. 

* * * 


Fire Hazard in Paint 


A fire occurred last June in the Edinburgh to King’s 
Cross express; it started in the corridor of one of the 
carriages and within 75 seconds the whole corridor was 
in flames and the compartments were beginning to burn. 
The report of the official inquiry into the fire was made 
public a few weeks ago. The cause was not traced; it was 
probably a lighted match or a cigarette end. But the report 
found that the rapidity with which the fire spread along the 
corridor was due to the cellulose lacquer with which the 
corridor had been painted. 


Cellulose lacquer is probably the most inflammable of 
all paints, although most paints burn fairly easily. This 
has not prevented it from being very widely used. It is 
the accepted finish for motor vehicles, and about three- 
quarters of the British furniture made is treated with it. The 
type of lacquer which had been used on the train corridor 
was a proprietary brand sold quite freely for household use. 
It seems to be agreed that such sudden ignition and rapid 
spread of flame over the lacquer is rare, and most paint 
chemists suggest that it was caused by a peculiar combina- 
tion of circumstances. There is always a fairly strong draught 
in the corridors of coaches ; in this instance all the windows 
were open and the train was going into a tunnel. There 
were the same conditions of strong draught on the liner 
Ile de France, when cellulose lacquer was again thought 
to be responsible for the rapid spread of fire. 


The incident suggests that there is a need for some form 
of paint classification, so that a material is not used under 
those conditions where it is able to cause great hazard to 
life. The only standard method for comparing paints is to 
use the “surface spread of flame test” defined by the 
British Standards Institution. This measures the crucial 
factor in the rapidity with which a fire gains ground, and 
by this test a panel treated with cellulose lacquer proved 
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considerably more inflammable than any surface previously 
tested. 


This was without the type of draught which would have 
been present in the corridor. But common sense suggests 
that cellulose lacquer is so much in everyday use that more 
would have been heard of it if it did, in fact, catch fire 
with such rapidity in all circumstances. Many paints have 
been developed which replace cellulose lacquer in certain 
applications, and if cellulose lacquer is as much a menace as 
the Ministry of Transport inquiry suggests, the case for 
pressing the extended use of these materials would be strong. 
The trade associations concerned are still discussing the 
report and will no doubt carry out their own tests ; and 
others are shortly to begin under the Department of Scientific 
and Industrial Research. 


*x * x 
Atomic Plant Development 


Work on the sixth atomic energy establishment in Britain 
is shortly to be started by the Ministry of Supply, and wil! 
take three to five years to complete. The site in Berkshire 
is 16 miles away from the Harwell plant where two small 
atomic piles are being used for research and are providing, 
as by-products, a supply of radio-active materials for medical 
and industrial use. The Ministry is dispersing the individual 
establishments over the country. The design of plants is 
done at Risley, in Lancashire. The crude uranium ore, 
which contains only 1o per cent of the metal, is refined at 
a plant at Springfields, also in Lancashire, before being 
delivered to Harwell where further purification separates the 
fissionable U235 from the non-fissionable U238. Chemical! 
processing and packing of radio-active materials produced 
at Harwell is carried out at Amersham. A plant for the 
production of fissile materials is being built at Sellafield in 
Cumberland. The purpose of the plant near Chester has 
not been announced, nor that of the latest plant in Berkshire, 
but it is assumed that both would be for the actual generation 
of power from atomic energy. Power production is recog- 
nised as the principal industrial application of nuclear 
physics ; the production of radio-active materials is a valuable 
side-line, but not in itself important enough to justify the 
construction of nuclear reactors. Materials can always be 
made radio-active in laboratory plants like cyclotrons. 


About 15,000 men must by now be employed in building 
and operating these plants. In America about 70,000 people 
are directly employed on the atomic energy programme, bu: 
it is not clear to what extent this includes the staff of con- 
tractors building the various plants. The two main atomic 
energy plants in the United States are at Oak Ridge and 
Hanford, and these are continually being extended. Many 
other plants are being built in the United States ; 20 wer: 
mentioned as being under construction at the end of 1945 
and others as being either altered or extended, but many ar: 
described as “ research centres.” The United States Atomic 
Energy Commission had a grant of $632 million for the fisc.! 
year which started on June 30th, 1949. The Ministry o! 
Supply has been voted £61.7 million for all research but no 
indication is given of the proportion of this being spent on 
the atomic energy programme, which is wholly financed by 
the Ministry. 


* ® * 


Bradford’s Synthetic Detergent Problem 


The Bradford City Council owns the largest woo! 
grease recovery plant in Britain. From the effluent of the 
wool factories it recovers between 8,000 and 9,000 tons of 
grease a year, worth upwards of £30 a ton. A private mem- 
bers’ Bill was approved in the last Parliament giving 
authority to the city to process the wool grease further if it 
so chose and even to retail the final products (among which 
are cosmetics). These new powers have not yet been used, 
they are presumably a safeguard against the accumulation 
of large stocks of wool grease. 
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The textile factories which discharge their effluent into the 
Bradford sewage system are using synthetic detergents in 
increasing volume in place of soap, not only in cleansing 
operations but in some later processes in which these 
chemicals are used as wetting agents. Sewage engineers in 
textile areas have begun to show concern about the effect 
of these detergents on their plants. Several papers have been 
read showing how the purifying technique in general use, 
acid precipitation followed by a biological process, became 
much less efficient when the concentration of synthetic 
detergent was about 20 parts in every 100,000. They main- 
tain, in face of considerable opposition, that such a concen- 
tration is likely to be reached in the textile areas where the 
detergents are widely used, especially when there is likely 
to be a sudden big increase in the domestic use of the 
detergents, as on Monday wash days. 


Although the manufacturers of detergents are convinced 
that the concentration would have to be three or four times 
as great as at present before difficulties arose, several muni- 
cipal authorities have seriously considered refusing to treat 
the effluent of factories using the detergents. Bradford has 
an additional reason for concern in the possibility that the 
detergents will make the recovery of wool grease difficult. 
Bradford engineers are convinced that if all the. wool textile 
factories changed over completely to synthetic detergents it 
would become almost impossible to use the sulphuric acid 
process which is one of the essential stages in wool grease 
recovery. 

Bradford’s problem is that while the consumption of syn- 
thetic detergents is bound to rise, no alternative to the use 
of sulphuric acid in wool grease recovery is recognised as 
practicable and no means of first removing the detergents 
from the effluents is known. The city could place an 
obligation on the factories to remove the detergent before 
discharging the effluent, but there is no reason to suppose 
that such an obligation could be met. 


795 
A Giant Tanker 


The trend towards very large oil tankers was exem- 
plified this week by the launch of the Velutina, 28,000 tons, 
by Princess Margaret at Wallsend. The Velutina is the 
biggest tanker yet launched from a British yard ; 643 feet 
long, she will have a cargo capacity of 26,000 tons, and is 
designed for rapid discharge to permit a quick turn-round 
in port. Tankers of this size are designed to serve routes 
on which the concentration of oil traffic is heavy, and for 
some years to come they will be unable to use more than 
a few ports; the Velutina is primarily intended to carry 
crude oil from the Middle East to the new refineries at 
Stanlow and Shellhaven, where deep anchorages and elaborate 
discharge installations are being prepared. Within such 
limits they offer great economies ; the cost of construction 
per ton of cargo carried falls as the size of the tanker is 
increased, and there are savings also in running costs and 
crew. Speeds are not, however, increased on the same 
principle ; although fast tankers of 19 and 20 knots are in 
existence, the giant tankers are being built for an average 
speed of no more tha about 16 knots. 

Tankers as large, and even slightly larger, have already 
been built in the United States, and the Shell group, the 
owner of the Velutina, is already operating two American- 
built tankers of 30,000 tons each on charter. Three more 
28,000-ton vessels are being constructed for the same owner 
at Wallsend, Belfast and Birkenhead ; these four new vessels 
will all be powered by steam turbines using heavy fuel oil. 
Marine diesel engine developmetat appears not yet to have 
caught up with the growth in size of tankers. Vessels of 
similar size are being built for the Anglo-Iranian ficet. 
Though the ports of call of these ships will be strictly 
limited for some years to come, the trend implies a need 
for a considerable programme of re-equipment for ports 
which wish to keep pace with the development of the oil 
trade. 
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COMPANY MEETINGS 


ABBEY NATIONAL BUILDING SOCIETY 


A CENTURY OF PROGRESS 


ASSETS EXCEED £103,000,000 


SIR HAROLD BELLMAN’S REVIEW 


The annual meeting of the Abbey National 
Buiiding Society was held at the Wigmore 
Hall, Wigmore Street, London, W.1, on 
March 3 lst. 


Sir Harold Bellman, D.L., J.P., LL.D., 
chairman of the society, in moving the adop- 
tion of the report and accounts, first expressed 
regret at the absence through ill-health of 
Viscount Hailsham, trustee of the society, and 
proceeded : — 


It"is with a feeling of pride and pleasure 
that we meet in this, the society’s one 
hundredth annual meeting. The society’s 
centenary was suitably commemorated last 
year and the occasion brought forth gratifying 
evidence of public esteem, and not least from 
the leaders of all branches of the national life. 


I now invite you to turn to the society’s 
accounts for 1949. They will be readily 
recognised as entirely worthy of the society’s 
centenary year. The total assets show an 
appreciable expansion to the figure of over 
£103,000,000, or the equivalent of over 
£1,000,000 for each year of the society’s 
existence. This has been achieved without 
any sacrifice of the society’s traditional 
standards of financial prudence. Thus, 
liquidity. has been very well maintained, while 
the reserve position shows a_ substantial 
margin of security. 


During our centenary year we made loans 
for house purchase of a record amount— 
namely, over £28,000,000. I should im- 
mediately emphasise, however, that our mort- 
gage policy has throughout the year been 
governed by prudent standards. The 
£28,000,Q00 was spread over no fewer than 
27,800 individual mortgages, of which 
25,500 were in respect of advances that did 
not exceed £2,000, such advances accounting 
for three-quarters of the total sum advanced. 


The amount advanced by the society last 
year is some testimony to the magnitude of 
the demand for home-ownership. That 
demand is very far from being satisfied. Over 
1,000,000 additional accommodation units—as 
perhaps we must call them, horrid as the 
term is—have been provided since the end of 
the war. The overwhelming majority con- 
sists of units of accommodation for renting. 
As an emergency measure, the granting of 
priority to the provision of such accommoda- 
tion was justifiable. The time has surely 
arrived, however, when housing can no longer 
be considered purely as a matter of emer- 
gency. If, indeed, we persist in looking at 
the problem as an emergency, considerations 
of soci2l justice will be flouted indefinitely. 


Apart from this, however, the country’s 
present economic position may be considered 
to require a reconsideration of policy. There 
is nowadays an over-riding necessity to con- 
serve the nation’s capital resources. 


The present housing policy would be less 
questionable if the houses were making their 
proper contribution to the social and economic 
problem. Unfortunately, however, this is by 
no means always the case, since there is 
good reason for the belief that many families 
are occupying this heavily subsidised accom- 
modation who are well able to pay an econo- 


mic rent. Their continued t n 
such conditions is inequitable from view- 
point of the general body of taxpayers and 
it means that those who — do need the 
assistance of subsidies are frustrated. 


Meantime, only a severely limited number 
of houses are allowed to be built for sale, 
notwithstanding the fact that they receive 
no subsidy and that such houses make no 
inroads on public funds. Yet the erection of 
houses for sale, with proper safeguards con- 
cerning siting and upper limits of price, 
would at this stage, now that the emergency 
aspect of the housing problem may be con- 
sidered to be passed, help a wide circle of 
families to solve their housing problems. 


The would-be home-owner has, in the 
main, stood aside patiently in the last few 
years while the needs of tenants have been 
given more or less exclusive priority. His 
aspirations should not be disregarded in- 
definitely. In other words, he not unnaturally 
feels that, in relation to the tenant there 
should be equality of opportunity for him, 
subject, of course, to a reasonable measure 
of control on prices and siting. The time 
is ripe for a more equitable apportionment 
of houses to be built for sale. 


Admittedly, in the present economic situa- 
tion it may not be easy to decide what is the 
right amount of total housing effort which 
the country can afford. On the other hand, 
the problem should be kept in perspective 
and we should build to the limit of our 
capacity. At the present time we appear to 
be spending on new houses a smaller pro- 
portion of the national income, despite the 
high cost of the current housing programme, 
than before the war. Furthermore, of the 
output of the building and civil engineering 
industry, in terms of money, only a little 
more than one-quarter is accounted for by 
the building of houses and flats, including 
housing site preparation. Having regard to 
these figures, it is pertinent to inquire 
whether there is not scope for some redis- 
tribution of activity, at least for a period, in 
favour of housing. 


The past year, as you will doubtless appre- 
ciate, has placed a heavy burden upon those 
responsible for framing policy and _ its 
execution. The members of the board have 
at all times readily given of their valuable 
resources of knowledge and experience, and 
here I would particularly mention the deputy 
chairman, Mr Stanley C. Ramsey, whose 
counsel we greatly value. You will recall 
that Mr Bruce Wycherley assumed the office 
of sole managing director with effect from 
January 1, 1949, and has, in consequence, 
had an unusually strenuous year. The board 
knows that the society’s traditions and great 
ramifications are safe in the hands of Mr 
Wycherley as its chief executive officer. 


MR STANLEY RAMSEY’S SPEECH 


Mr Stanley C. Ramsey, F.R.I.B.A. (deputy 
chairman), in seconding the adoption of the 
report and accounts, said: In reviewing the 
work of the society during its centenary 
year it may be permissible to make a rather 
wider survey than the occasion of an annual 
meeting normally requires. 


There is one aspect of the housing pro- 
gramme on which practically all critics agree, 
and that is that the dwellings produced have 
been unduly expensive. Part of this expense, 
at any rate in the early stages, was doubtless 


una The problem as it 
itself today is whether we can cont a 
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uce dwellings at this excessive cost and 

comparable numbers, when by all the 
economic indications we shall have ty 
husband our resources so carefully. Ir js 
of course easier to criticise a balance sheet, 
even a national balance sheet on housing, 
than to suggest the appropriate remedies. 
Assuming that the completion of the 
millionth “accommodation unit” has _pro- 
vided a sufficiency of dwellings to ease the 
housing burden for the poorest paid workers, 
though this does not obtain equally in al! 
parts of the country, is it possible to frame 
a programme which will give more satis- 
factory and more equitable results ? 


It might perhaps help to solve this very 
complex problem if the local authorities could 
concentrate to a greater extent than hereto- 
fore on the problem of slum clearance, both 
of the large cities and the smaller towns, 
Slum clearance, of course, does not mean 
only dealing with the actual clearance of 
low standard housing, but there must be 
some provision for decanting either in the 
immediate neighbourhood or on _ the 
periphery of the built-up area. What is 
wanted is a clearer definition of the functions 
of the local authorities, the boards in control 
of the new towns, and the work which could 
be undertaken by the private house-builder. 


It is becoming more evident that in order 
to tackle the housing problem with the 
necessary vigour, a much greater share should 
be undertaken by the private house-builder. 


Now, however great the need for over- 
hauling the Town and Country Planning 
Act of 1947 (and to my mind the need is 
very urgent)—more particularly as regards 
the financial clauses including betterment 
which, however admirable ir intent, have 
proved singularly stultifying in practice and 
would, if left unamended, fetter all forms of 
building development—there i; a great body 
of opinion in favour of that section of the 
Act which provides for proper planning and 
for the decencies of external presentation. 
We do not want jerry-designed houses any 
more than we desire jerry-built houses. 


To get the best out of both State enter- 
prise and private enterprise, I suggest that 
the work of the private house-builder should 
commence where the work of the _ local 
authorities—as I have indicated previously— 
should end. The local authority machinery 
works slowly, while the private builder, once 
his scheme has been approved, can plan his 
own activities and make his own decisions, 
without having to await the outcome of the 
sometimes rather slow, if careful, delibera- 
tions of higher authorities. 


The report and accounts were adopted. 


The society’s auditors, Mr Harold Lake- 
man, F.C.A., Lieut.-Col. W. C. Smith, 
D.S.O., M.C., F.C.A., and Mr R. T. Walters, 
T.D., M.A., F.C.A., were re-elected. Mr 
Stanley C. Ramsey, F.R.I.B.A.,. Mr H. C. 
King and Mr H._ L. Roy Matthews, C.B.E., 
F.A.I., were duly re-elected to the Board. 


MR BRUCE WYCHERLEY’S REMARKS 


Mr R. Bruce Wycherley, M.C., F.C.LS., 
managing director of the society, said: All 
of us who serve the society as members of the 
Board share the feeling of pride in being 
associated with what is now undoubtedly 2 
great national institution. During 1949 we 
extended our service in a manner that wholly 
befitted our centenary year. 


We are able to look forward with the 

a ee Our spuaietions are 

strong. society, with its name 

already ymous with prudent manage- 
nent, will five uo to that tcmiition. 

We are proud of the work which we are 
doing. We believe building societies to be 
increasing the nation’s welfare, both by the 
pene Aen ae en eS 
ownership. e no disposition 
apologise for ourselves in any way whatsoever. 
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CO-OPERATIVE INSURANCE SOCIETY 
LIMITED 


VICE-CHAIRMAN’S 


In the absence of the chairman, Mr Aneurin 
Davies, who is at present on his way home 
from a business visit to New Zealand, Mr 
J. M. Peddie, M.B.E., vice-chairman, made 
the report to the shareholders, and in sub- 
mitting the eighty-second annual report, 
statement of accounts and balance sheet, on 
April 5th, was able to report continued 
progress in all departments, and in some cases 
even record increases. He continued his 
report as follows :— 


We are now firmly established as one of the 
Jeading ordinary life offices in this country, 
and our new sums assured of £21,680,700 
for 1949 were exceeded by only one of the 
industrial-ordinary offices and very few of the 
other offices did a larger new business. Our 
premium income in the ordinary section 
passed £5,000,000 last year, which is more 
than three times what it was ten years earlier. 


For some years it has been the settled 
policy of the directors to develop the ordinary 
life, fire and general business, and the fact 
that our premium income from these depart- 
ments amounted to £9,750,000 last year, as 
against £3,750,000 in 1940, is some measure 
of our success, 


From this it should not be inferred that we 
do not wish to maintain and develop the 
industrial life section, On the contrary we 
are satisfied there is still a large section of 
the public which prefers to pay premiums 
weekly or monthly to collectors, and we were 
glad to see that the Labour Party recognised 
this in formulating their plans for the future 
of industrial assurance. 


As you are aware, discussions have taken 
place between the National Policy Committee 
of the Co-operative Union and the Policy 
Committee of the Labour Party regarding 
the original proposals of the Labour Party 
for “ nationalisation” and subsequent plans 
for the “ mutualisation” of the industrial 
assurance companies and societies. The C.I.S. 
was represented at all those discussions, and 
the Central Executive of the Co-operative 
Union has accepted the principle of “ mu- 
tualising ’’ industrial assurance. 


The Labour Party pamphlet gave only a 
broad outline of their intentions and until 
such time as full details of the plan are 
available your directors are not able to express 
any opinions on the methods by which 
“ mutualisation ” is to be put into effect, but 
they will feel at liberty to do so having in 
mind the basic principle which governs our 
decisions—that our first concern is to safe- 
guard the interests of the policyholders. We 
believe it would be difficult to improve upon 
the co-operative set-up of the C.L.S. In 
effect, we are already mutual in all departments. 


It has always been the aim of your directors 
to endeavour to improve the conduct of our 
business, and whether “ mutualisation ” is 
deferred for a short or long period, we shall 
undoubtedly continue to pursue that policy. 
It is probable, therefore, that we shall auto- 
matically anticipate some of the changes 
which we believe the Labour Government 
would wish to introduce. 


INVESTMENTS 


You will observe from the balance sheet 
that during the year our assets increased by 
nearly £10 million and now amount to over 
£98 million, of which over £87 million relate 
to the life funds. As you know, life assurance 
has proved one of the most successful and 
Permanent forms of savi :z, and undoubtedly 


ANNUAL REPORT 


this is due to a large extent to the confidence 
which the public place in the experience and 
ability of those responsible for managing the 
investments of the insurance offices. 


With this knowledge it is clearly our first 
and foremost duty to invest our ever-growing 
funds to the best advantage of our policy- 
holders, and if in pursuance of this policy we 
can also further the interests of the co-operative 
movement we naturally do so. 


Once again our balance sheet shows a sub- 
stantial increase in our holdings of British Gov- 
ernment and British Government guaranteed 
securities—these now total £55,710,014 and 
form nearly 57 per cent. of our total assets. 
This continued growth is, of course, largely 
due to the fact that still more of our debenture, 
preference and ordinary stocks have been 
converted into government guaranteed 
nationalisation stocks. One result of the 
nationalisation of various industries has been 
to reduce our investment income by nearly 
£96,000 per annum, and in consequence it is 
imperative that we should seek remunerative 
outlets for our new funds to mitigate as far 
as possible the effect which this loss of income 
has had upon our millions of policyholders 
in the industrial and ordinary sections. 


Without expressing any general opinion on 
the future rate of interest from a national 
standpoint I may say that as an office with a 
large and steady flow of new funds for invest- 
ment a slowly increasing rate of interest would 
be to our advantage. 


Our house purchase scheme, as well as 
attracting a good class of ordinary life business, 
continues to provide a very useful outlet for 
our funds; during 1949 our new advances 
exceeded £5,000,000. In point of fact, 
although we regard the scheme as being 
incidental to our other activities, the mag- 
nitude of the total amount at present out- 
standing under our mortgages,  viz., 
£15 million, and our annual rate of new 
advances, would place the C.I.S. high among 
building societies. 


CO-OPERATIVE REINSURANCE 


At the meeting of the Insurance Committee 
of the International Co-operative Alliance 
held in Stockholm in June, 1949, it was 
decided to establish an international co- 
operative reinsurance bureau. The bureau is 
already operating and forging tangible links 
between co-operative insurance organisations 
throughout the world. The administrative 
work is carried on from our chief office. This 
active association between co-operative in- 
surers in many lands must inevitably help us 
to understand each other’s problems not only 
in insurance, but in wider fields, and we look 
to and shall encourage the continued develop- 
ment of the bureau particularly as it should 
prove to be in the interests not only of the 
C.1.S. and the international co-operative 
movement but also to our country’s economic 
advantage. 


ADMINISTRATIVE EXPENSES 


It is very pleasing to be able to report that 
despite continued elopment in all classes 
of business and a premium income increase 
of nearly £2,000,000, we have been able to 
reduce our overall expense and commission 
ratio. 

In view of the poaeence which ~ — 
to the expenses of administering industrial life 
assurance you will be glad to know that our 
expense ratio for that business was reduced 
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from 30.25 per cent. in 1948 to 29.13 per cent. 
in 1949. This is a very substantial saving 
when it is considered in relation to the 
industrial life premium income, which in- 
creased in 1949 by £1,007,400 to £13,934,436. 


LIFE DEPARTMENT 


There continues to be a steady growth in 
the premium income of the life sections, that 
of the ordinary section increasing by £350,000 
during the year, whilst, as already mentioned 
earlier, the industrial section premium income 
increased by over £1,000,000. The divisible 
surplus of £804,818 disclosed in the ordinary 
section has permitted the declaration of a 
reversionary bonus of 24s. per cent., to which 
rate it was increased last year. In the in- 
dustrial section the sum of £982,462 is being 
distributed, and this will also provide bonuses 
at the same rates as for 1948. 


FIRE DEPARTMENT 


The development of the fire department 
during the last few years is being more than 
maintained. For the first time the net fire 
premium income has exceeded £1,000,000. 


It is greatly to be regretted that fire waste 
in Great Britain shows no sign of diminution, 
and during the year there have been many 
very serious fires in which the society has been 
interested. Our claims ratio of 46.99 per cent. 
represents an increase of 3.62 per cent. over 
1948, but our combined commission and 
expense ratio of 36.41 per cent. is .92 per cent. 
less than last year and compares very favour- 
ably with that of our competitors. The 
surplus on the year’s trading was £126,727. 


ACCIDENT DEPARTMENT 


The accident insurance account, which 
relates to policies covering risks of injury to 
or disablement of policyholders by accident 
or disease, continues to expand and provided 
a surplus of £15,143. 


The general insurance account comprises 
employers’ liability (common law) and mis- 
cellaneous classes of risks undertaken by the 
accident department, such as burglary, public 
liability, fidelity and live stock insurance and 
shows striking progress. The total premium 
income in 1949 was £798,312, and the profit 
£140,388. When allowance is made for the 
loss of workmen’s compensation insurance 
income, the increased volume of business 
included in the account is very satisfactory. 
Employers’ (common law) liability insurance 
is still in its early stages, and it is too soon to 
determine whether the present premiums will 
prove to be adequate. 


MOTOR DEPARTMENT 


The premium income of this department 
reached the record total of £1,896,075. It is 
very gratifying to find that over the last four 
years the departmental premium income has 
increased by nearly £1,000,000. 


The account under review shows a surplus 
for the year of £141,877. 


In his report last year the chairman 
mentioned that it might be necessary to 
consider a revision of our premiums for 
commercial vehicles. We have not yet taken 
this action, but our experience indicates that 
it cannot be deferred much longer. 


PROFIT AND LOSS ACCOUNT 


Tt will be seen from this account that 
£3,050,000 has been transferred to the 
investment depreciation fund. This fund now 
stands at the very large sum of £6,000,000. 
Of this transfer, £2,500,000 has been pro- 
vided by the life departments and the balance 
by the fire and general departments. 
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CONCLUSION 


During the year under review our country 
has been called upon to bear great burdens, 
and face serious economic problems. The 
future, I feel, is still fraught with grave 
difficulties and will demand the maximum 
economic effort from all sections of the 
community. Yet I am sure that the nation, 
with a full sense of responsibility, can with 
confidence meet such difficulties as may lie 
ahead. 


We have every reason to be proud of the 
record of the C.1.S., which has not only 
continued to expand its business, but has 
reduced costs and increased its profits, during 
this difficult period. This is not only a public 
recognition of the service we are able to offer, 


’ but a tribute to the co-operative effort that 


has made it possible. 


GASCOIGNES (READING) 
(Milking Machine Specialists) 
RECORD TURNOVER 


The thirteenth annual general meeting of 
Gascoignes (Reading), Limited, was held on 
April 4th at Reading, Mr Geo. H. Gascoigne, 
the chairman, presiding. 


In the course of his speech, the chairman 
said: We have achieved a turnover which 
is a record in the history of the company ; 
it is, in fact, 23 per cent. more than the turn- 
over for 1947-48. The sales, both home and 
export, have shown marked improvement, 
and the profit earned is once again a record 
in the history of the company. These results 
have been achieved by reducing our produc- 
tion costs, partly due to the bonus paid to 
our employees, who resporided admirably, 
and also to the modernisation of our plant 
resulting in greater productivity and higher 
turnover, on which we have taken the bold 
step of reducing certain prices. We have 
also during the past year introduced a new 
type of machine at a lower selling price, and 
many new conceptions of machines have been 
introduced which will prove undoubtedly to 
be the most notable developments in dairy 
farming all over the world. 


The net profit for the year is £80,623, 
after providing for all expenses, and making 
the usual provision for depreciation. The 
provision for taxation requires £43,630, or 
54 per cent. of our net profit. Your direc- 
tors recommend a dividend for the year 
under review of 22} per cent., as compared 
with 174 per cent. for the past year, and an 
export bonus of 74 per cent. as before. 


Our new types of equipment will without 
doubt keep your company in the forefront 
of the mulking machine industry. Great 
endeavours have been made in the overseas 
markets, which I am certain will yield good 
results in spite of difficulties which obtain at 
present. Our. orders to date are in line with 
those of thé year to October 31, 1949, but 
we are in a somewhat competitive market, 
and it may be that the turnover figure may 
be slightly less than that of the previous year. 


The report was adopted. 





Orders and copy for the insertion of 
Company Meeting reports must reach 
this office not later than Wednesday 
of each week and should be addressed 
to:— 
The Reporting Manager, 
The Economist, 
22, Ryder Street, 
St. Fames’s, S.W.1. 


THE HALIFAX BUILDING 
SOCIETY 


SUCCESSFUL RESULTS 


The ninety-seventh annual general meet- 
ing of The Halifax Building Society was 
held on April 3rd in Halifax, Algernon 
Denham, Esq., J.P. (president of the Society), 
presiding. 

ag chairman, in the course of his speech, 
said : — 

The balance sheet as at January 31st last 
discloses assets of £154,538,156, a new record 
in the history of the Society. This represents 
an increase of £6,309,825 during the year. 
The liquid funds are 25.94 per cent. of the 
assets. 

The amount due to shareholders and 
depositors has increased during the year by 
£5,857,285 to a mew record figure of 
£144,873,742, and interest credited to these 
accounts during the year amounted to the 
substantial sum of £2,749,971. 

In the aggregate, out of the total of 
£144,873,742 in share and deposit accounts 
between 98 per cent. and 99 per cent. belongs 
to the relatively small investor, 


This noteworthy position has been attained 
throughout the years by a consistent policy 
of catering for the regular saver and the 
small saver, and discouraging large invest- 
ments which from time to time, and par- 
ticularly in the postwar years, have been 
offered to the Society at very favourable rates 
of interest. 

It would be difficult within the limitations 
prescribed by the Building Societies Acts to 
have a better or more complete geographical 
distribution of the mortgege securities for the 
Society covers in the sphere of its activities 
the whole of Great Britain and Northern 
Ireland. The total mortgage balances at 
£113,941,877 is a new record. During the 
year 29,637 advances were completed for a 
total sum of £26,516,640, and in addition we 
re-advanced or made further loans to 15,743 
existing borrowers, amounting to £2,594,140. 
This latter figure illustrates the convenience 
of a building society mortgage, as a borrower 
can so easily obtain further facilities for 
improvements or additions to the property, 
or to meet other obligations. 


COST OF BUILDING NEW HOUSES 


The cost of building new houses continues 
to compare unfavourably with the general 
price level, and although the Ministry of 
Health refuses to disclose the costs of subsi- 
dised schemes, che figures published by local 
authorities confirm that the expenditure is 
£1,400-£1,500 per house, or more than three 
times prewar. 

Houses and flats built by local authorities 
cost the country on average by way of sub- 
sidy £26 per annum for 60 years, an unjusti- 
fiable burden not only on those of the present 
generation who have provided their own 
accommodation, but on generations yet 
unborn. What a pity that the provision of 
houses cannot be divorced from politics and 
dealt with on an economic basis. 


TOWN AND COUNTRY PLANNING ACT 


Little prominence was given during the 
recent general election campaign to the Town 
and Country Planning Act, but it is becom- 
ing increasingly clear that its provisions are 
retarding enterpgise, due to the general 
reluctance on the part of the owners of land 
to sell for development on the basis of 
present use value. In addition, the develop- 
ment charge, against which there is no appeal, 
is proving by experience to be a further 
deterrent. 

I hope that the new Parliament will review 
this Act in the light of experience. There is 
much in it that is good, but many of its 
provisions could be revised with advantage. 
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THE MATADOR LAND AND 
CATTLE COMPANY, 
LIMITED 


ADVANCE IN COMPANY’S FORTUNES 


MR W. D. MACDOUGALL’S 
STATEMENT 


The annual general meeting of the Matador 
Land and Cattle Company, Limited, was 
held at the company’s office, 93, Commercia| 
Street, Dundee, on Tuesday, April 4, 1950, 
Mr. W. D. Macdougall, chairman of the 
company, presiding. 

The following is the statement made to 
the meeting by the chairman on the report 

accounts for the year ended 
December 31, 1949:— 

The report for last year, which has been 
in your hands for the statutory period, is 
full and informative, and requires little 
comment from me. The accounts show 
figures which are sufficient in themselves to 
commend them to your approval and adop- 
tion. They reflect an advance in the 
company’s fortunes in the last ten years from 
£63,227 in 1939 to £243,695 for the year to 
December 31, 1949. 


STRONG FINANCIAL POSITION 


Turning to the balance sheet, the company 
is in a very strong financial position. The 
herd, land and equipment are entered at the 
very conservative figure of £568,000. 
(£275,000 has been written off in past years.) 
Our cash resources are approaching the 
£1,000,000 mark, and in these uncertain 
times, both economic and political, it is 
desirable to conserve these resources. 

On the liability side, the terminable deben- 
tures are being repaid as they fall due, and 
at the end of this year will be at a nominal 
figure. The temporary loans, amounting to 

35,000, were paid off towards the end of 
ast year, after devaluation took place. We 
are therefore in a sound position to meet any 
contingency, no matter how difficult, and able 
to take advantage of any opportunities that 
come along. 


SHAREHOLDERS’ EQUITY 


Regarding the share capital, while the 
issued capital is £200,000, the shareholders’ 
equity is shown at £1,274,040, making a 
very exceptional showing. 

As you know, the pound was devalued on 
September 18 last from $4.035 to $2.80, a 
reduction of approximately 30 per cent. This 
means that fewer cattle can be sold to give 
us the same amount of sterling, and this 
strengthens our trading position. 


HERDS IN FIRST CLASS CONDITION 


The general manager’s report on the year 
is, as usual, informative and _ interesting. 
Broadly speaking, the herds, the ranches and 
equipment are in first-class condition, Mr 
Mackenzie is seldom given to prophecy, but 
in his report he states that he feels safe in 
predicting that our 1950 sales should equal 
our 1949 sales, both as to number and net 
proceeds. If this be so, we will have no 
cause for complaint. 

Mr James Wright, director, has paid many 
visits to the ranches covering a long peri 
of years, and it was well that Mr Alan 
Wright, one of the secretaries, should accom- 

ny him to the United States in October and 

ovember last, and come into contact with 
our management in Denver and our staff at 
the ranches. A statement on their visit will 
be found in the annual report. 


LIMITATION OF DIVIDENDS 


In the recommendations last year I referred 
to the voluntary understanding to limit divi- 
dends. We keep an open mind on this 
subject. A short calculation shows that the 
amount added to the carry forward this yeat 
advances it to a sum almost equivalent ‘0 
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nine times the amount distributed in 
dividends. 

We are glad to have the news that John 
Mackenzie, Junior, assistant ral manager, 
‘5 to pay a Visit to this country in April and 
he will see how the affairs of the company 
are conducted on this side. He hopes to be 
present at the annual general meeting and 
will have an opportunity of meeting share- 
holders. 

TRIBUTE TO MANAGEMENT 


We are fortunate in our management. In 
Mr John Mackenzie we have a manager of 


great experience and ability, who does not 
spare himself in the Company’s interest. We 
welcome John Junior as his Assistant, and 
he is keeping close contact with the ranches. 

To our organisation at Matador under 
John Stevens and at Alamositas under 
Roland Howe, we wish them well. Mr 
Drought takes a keen interest in the com- 
pany’s affairs and knows the properties 
intimately. To Mr Mackenzie and all his 
colleagues and assistants we tender cur best 
thanks and good wishes for the future. 

The report and accounts were approved 
and adopted. 





THE BRADFORD DYERS’ ASSOCIATION 
LIMITED 


HIGH STANDARD OF EFFICIENCY 
WIDESPREAD ACTIVITIES 
MR JAMES EWING’S SURVEY 


The fifty-second annual general meeting of 
The Bradford Dyers’ Association Limited 
was held at the Midland Hotel, Bradford, on 
April 5th. 


Mr James Ewing (the chairman) who 
presided, in the course of his speech, said :— 


I drew attention last year to the experience 
of industry in the years following the world 
slump of 1931, and suggested that the history 
of those years could not be ignored in plan- 
ning the future of our own industry, pointing 
out that our efficiencies must be of a standard 
that would enable us to face the full blast of 
world competition when it returned, as 
assuredly it would. In certain quarters this 
was taken to mean that I was apprehensive 
of the future, and I should like to correct 
that impression. It has been the policy of 
your board, during times of stress as well as 
in times of prosperity, to maintain our works 
at the highest attainable standard of efficiency, 
as shown by the large sums spent each year 
on maintenance, repairs and renewals, and 
by the provisions for obsolescence and depre- 
ciation. During the past three years we have 
spent on capital account upwards of £700,000, 


exclusive of the large amounts spent by our 
overseas interests. 


We have kept pace with the changing needs 
arising from the introduction of man-made 
fibres, and we recognise the increasi 
reliance on high standards of quality, whi 
can only be achieved by the employment of 
the most modern machinery coupled with 
high operational skill and technical know- 
ledge. I can claim with confidence that 
never in our history were we in a better 
position to satisfy our customers’ require- 
ments and to meet the rapid changes in 
textile production, both here and abroad. 
Britain’s reputation for high quality and 
special textile products remains unrivalled, 
and your board realises that the maintenance 
of this high level depends very largely upon 


the skill and experience of the Finishing 
Sections. 


ORDINARY DIVIDEND POLICY 


For the two years ended December 31, 
1948, your directors, as desired by the 
Chancellor, refrained from increasing the 
dividend, notwithstanding that the profits of 
the company would have permitted an increase 
on modest 5 per cent. on the ordinary 

OCK, 

Your directors are aware that a more 
adequate return to the stockholders is long 
overdue, now that the earnings of the com- 
pany are ...ficient to warrant an increase. 
Down to 1930, during the first 32 years of 
the company’s existence, the average annual 


dividend was 11-25 per cent. (exclusive of 
bonus share distribution); for the 12 years 
1931 to 1942, due mainly to the catastrophic 
fall in textile exports and a major slump, 
which affected all industrial countries, no 
dividends were paid; and over the next 
years down to 1948 the average annual 
dividend was 4-83 per cent. Thus, over the 
50 years of its existence, the average dividend 
on the ordinary stock of the company has 
been approximately 7}? per cent., and it is 
with considerable satisfaction that your board 
is in a position today to recommend a dividend 
of 5 per cent. plus a Jubilee bonus of 2} per 
cent., making an effective dividend of 74 per 
cent. This modest increase is in line with the 
Government’s request for moderation and 
restraint, but I wish to point out that the 
directors have also had in mind the absolute 
necessity of ploughing back into the business 
the large amounts necessary to provide for 
extensions and for replacement of existing 
fixed assets at the enormously increased costs 
now ruling. From the accounts you will see 
that the board has continued its conservative 
policy of adding to its provisions for a sub- 
stantial depreciation fund, much in excess of 
the wear and tear allowances permitted by 
the Exchequer before taxation. Since 1946 
we have set aside for depreciation of fixed 
assets no less a sum than £742,432, and of 
this £270,000 has been provided out of net 
profits. 


These figures show how imadequate, on 
today’s replacement costs, is the amount 
allowed by the Exchequer for depreciation. 
We can only meet the situation by ploughing 
back imto the business a substantial part of 
the net profits after taxation. This is an 
undue burden upon industry, and it is to be 
hoped that the authorities will respond 
sympathetically to the case submitted by the 
Federation of British Industries to the Millard 
Tucker Committee on Taxation of Trading 
Profits. 


As stated in the report, we are committed 
to forward capital expenditure estimated at 
£377,000 (including our overseas interests) ; 
and this only represents a part of the pro- 
gramme for which we are budgeting. For 
our home branches alone we have plans ready 
for execution over the next few years in- 
volving approximately £300,000-£350,000 per 
annum, and this progranime is amply covered 
by our liquid resources. 


OVERSEAS ACTIVITIES 


A substantial part of the net profits of the 
association is derived from our overseas 
companies. It is desirable, therefore, that I 
should give you a short résumé of these 
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investments. It is your board’s policy to 
review the textile developments in other parts 
of the world and, where British ital and 
enterprise are required, to endeavour to take 
part in such developments. We must face 
the changes now rapidly taking place in 
countries which formerly were mainly pro- 
ducers of primary products and which are 
now turning their attention to industrial 
enterprise. We are established in U.S.A., 
Canada and Egypt, and are about to erect a 
works in Australia. Already approximately 
one-third of the yardage processed by the 
association is done by our overseas companies, 
and as our plans develop the proportion will 
steadily increase. 


U.S.A. 


Bradford Dyeing Association (U.S.A.), in 
which company we own more than 99 per 
cent. of the issued stock, continues to show 
good results. The volume of goods finished 
last year was less than in the previous year, 
no doubt owing to the temporary recession 
in the textile trade of U.S.A. im the early and 
middle parts of the year. The company, 
under the efficient management of the resident 
board, holds a leading position in the industry, 
enjoying a reputation for high-class work, 
and its finishes and brand names are known 
throughout the country. During the past 
four years we have placed over two million 
dollars at the disposal of the British Exchange 
Control in the shape of dividends paid to us ; 
a very satisfactory form of “‘ invisible export ” 
since it requires no dollar purchases by the 
United Kingdom for raw materials. 


EGYPT 


Beida Dyers, S.A.E., Alexandria, Egypt 
of which we own the majority of the issued 
capital, has had a satisfactory year. 


Building upon the sound foundation laid 
before the war, this company has latterly been 
extending apace. During the past year a 
second unit of production has been brought 
into full employment, whilst yarn dyeing and 
roller printing have been commenced in a 
third unit which, it is hoped, will also be 
producing at full capacity before the end of 
the current year. A high standard of pro- 
duction has been attained. 


CANADA 


For some years we have closely watched 
textile developments in Canada, and when an 
opportunity occurred to acquire the leading 
commission wool piece dyeing company in 
that country, having first obtained permission 
from the Exchange Control, Bank of England, 
to acquire an imterest in Canada, we pur- 
chased all the common stock of Consolidated 
Piece Dyers Limited, Commission Dyers of 
Woollen and Worsted Piece Goods, whose 
works are in Montreal, Toronto and Cobourg. 
The name of the company has been changed 
to Bradford Dyeing Association (Canada) 
Limited. The capacity of the three works 
is equivalent to 50-55 per cent. of the volume 
of woollen and worsted piece goods available 
for commission dyeing. 

Canada’s wool textile industry developed 
for many years in a vertical manner, 2s 
occurred in this country, but recent years 
have seen a growth in the domestic production 
of worsted fabrics on the horizontal system. 
This, coupled with the import of grey cloth 
from this country, gives us scope to develop 
high-class dyeing and finishing of men’s wear 
cloths for which there is a large demand in 
Canada. To improve the standard of work 
we have sent several experienced technicians 
from this side, and we look forward to an 
ve demand for our service. We have 
not purchased all the preferred stock of the 


company. The equity, or common stock, is 
held by the parent company and by our 
American Subsidiary company — Bradford 
Dyeing Association (U.S.A.), Rhode Island-— 
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—in the proportions of 70 and 30 per cent. 
respectively. The parent company also holds 
the debenture stock, arnounting to $149,300. 


The unexpected devaluation of sterling has 
to some extent curtailed domestic production 
of textiles, and the competition of imported 
goods from the United Kingdom has made 
itself felt. The result has been a diminution 
in the volume of cloth available for dyeing 
and finishing. That, coupled with the neces- 
sity for reorganising the processing in order 
to attain our British standards, will tem- 
porarily affect the net return on this new 
investment ; but we are confident that in the 
long run this entry into the great and growing 
Canadian market will prove to be a valuable 
addition to the Association’s overseas interests. 
So soon as we have established our niche in 
the wool section, it is our intention to cater 
for the processing in Canada of rayon and 
other fabrics. 


We are glad to report that we have been 
able to finance this purchase without sending 
dollars from the United Kingdom, the funds 
being provided from dollars held on our 
account in the States and by our American 
subsidiary company. We much appreciate 
the courtesy and help given to us by the 
Bank of England, Exchange Control Section, 
in arranging the deal which, fortunately, was 
completed before devaluation of sterling. 


AUSTRALIA 


Australia has largely depended on British 
exports of rayon fabrics, and through our 
customers we have enjoyed a_ substantial 
trade with that market. Since the war, 
however, Australia has shown a fixed deter- 
mination to possess her own secondary 
industries on a scale to satisfy, at the least, 
a substantial part of her domestic needs. 
One of the leading British rayon producers 
has formed an Australian company to produce 
rayon yarn. 


Since the Australian production would be 
largely at the expense of British exports, and 
knowing that a British company would be 
welcomed and that a link would be mutually 
advantageous to both countries, we have 
formed a company—Bradford Dyeing Asso- 
ciation (Australia) Pry. Limited—with a 
nominal capital of £A.500,000, to carry out 
the business of dyeing and printing all types 
of rayon woven fabrics. 


Some of our British customers who export 
fabrics to Australia are closely interested in 
our project. Two of them are also erecting 
weaving plants in that continent. Whilst 
some time must elapse before we may expect 
this new venture to be in full operation, we 
are convinced that now is the time to obtain 
a foothold in this developing yng = The 
site for the new dyeworks is in Sale, Victoria, 
a town of approximately 5,000 inhabitants, 
128 miles by rail from Melbourne. 


NEW FABRICS 


Your company is keenly alive to the im- 
portance of man-made fibres in the nation’s 
economy and is playing a leading = in 
their development and exploitation. Viscose 
and acetate rayon production have indeed 
made spectacular progress in Great Britain 
during the postwar period, but the range 
and scope of manufactured fibres have also 
been greatly increased by the exciting possi- 
bilities of new ones from synthetic materials. 
In this latter field progress in Britain is as 
yet not comparable with the tremendous 
effort in U.S.A., where not only is production 
being rapidly increased, but the variety of 
new fibres is expanding quickly. There are 
no doubt good reasons for this apparent lag 
here in synthetic fibre development, and we 
are confident that it will not l6ng be allowed 
to persist. Believing, as we do, that a vigorous 
and progressive synthetic fibre industry in 
this country is vital to our needs, we are 
equally sure that advances in this direction 


will stimulate an enthusiastic and imaginative 
response from all those sections of the textile 
industry whose duty it is to use and process 
these fibres. 


RESEARCH 


There is a tendency, both at home and 
abroad, to belittle the scientific and technical 
achievements of industry in this country. 
We are exhorted to look overseas for ideas, 
as if there were no springs of ingenuity at 
home. By all means let us look overseas, 
for it would be foolish to suppose that we 
cannot learn from others. But do not let us 
become mere copyists. It was as originators, 
not as imitators, that we excelled in the past, 
and it is as such that we shall prosper in the 
future. For this reason, your company has 
intensified an already vigorous research policy, 
not only with the object of ensuring the 
highest possible standards of fastness and 
performance and obtaining new effects by 
our dyeing and finishing, but also in order to 
improve the overall efficiency of our pro- 
duction. We have no doubt at all that the 
intensification of our activities in this direction 
will yield important results. 

One difficulty with which we are faced in 
pursuing this policy is that the present 
dearth of University graduates is made more 
acute by the requirement that, where defer- 
ment has been granted, military service must 
be undertaken after graduation, and this is 
handicapping all businesses which require 
science graduates. A practical recognition by 
the Government of the unfortunate impact 
of this requirement upon research, quality, 
control and production would be of con- 
siderable help to industry in its present 
difficult task of expanding output and im- 
proving quality. 

Close relations are being maintained with 
universities and technical colleges. We are 
happy to record that last year the B.D.A. 
Research Fellowship at Leeds University, 
Textile Department, was renewed for a 
further year, and that a Research Fellowship 
has been granted to Bradford Technical 
College. 


The work and enterprise, in their separate 
fields, of the British Cotton Industry Research 
Association, of the Wool Industries Research 
Association and of the relatively new British 
Rayon Research Association—which include 
the finest textile research organisations in the 
world—also command our active support and 


are proving to be of very great value to the 
textile trade. 


THE CURRENT YEAR 


At annual meetings it is expected that some 
indication should be given of the prospects 
in the immediate future. I will not venture 
to assume the role of prophet. Never- 
theless I can say, as I have endeavoured 
to convey to you in my broad survey of the 
association’s activities, that your company is 
now, financially and technically, in a strong 
position to maintain its leadership in the 
dyeing and finishing industry and to meet 
the competition which a buyers’ market may 
be expected to bring. All our branches are at 
present working at a satisfactory percentage 
of their capacity, and if yardage increases we 
are in a position to cope with it, provided 
labour is available. 

Our output increased considerably last 
year over the previous year, and down to 
date in the present year our order books 
show a further appreciable gain. Unless 
there is a serious trade recession in the United 
States (which would have immediate reper- 
cussions in this country) we can look forward 
to another year of good trade, and I hope I 
shall have the pleasure of submitting to you 
a year hence results as satisfactory as those 
put before you today. 


The report and accounts were adopted. 
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GEORGE ANGUS AND 
COMPANY, LIMITED 


A BONUS ISSUE 


The sixty-third annual general meeting of 
George Angus and Company Limited was 
held on March 31st at Newcastle-upon-Tyne, 
Colonel E. Graham Angus, C.B.E., M.C., 
T.D., D.L., J.P. (the chairman), presiding. 


The following is an extract from his speech 
circulated with the report and accounts for 
the year ended December 31, 1949:— 

The year under review shows a satisfactory 
result though the net profit is lower than in 
1948. The latter year must, however, be 
regarded as an exceptional one, governed as 
it was in all parts of the world by a sellers’ 
market, which has completely disappeared, 
and competition is now keen. 


Capital Reserves.—For many years these 
have included an item “Share Premiums 
£52,686.” This arose after the first world 
war when the company required more capital 
and issued a number of ordinary shares at a 
premium. This reserve, therefore, represents 
money directly contributed by ordinary 
shareholders and the board feel that now that 
the employed capital of the company is so 
much greater than the issued capital, the 
major portion of this reserve should be dis- 
tributed by way of bonus shares to our 
ordinary stockholders. It is proposed that 
these bonus shares of £1 each shall be issued 
in the ratio of one for every £8 of ordinary 
stock held at the date of this meeting. On 
issue the shares will be converted into stock 
of £1 units. Fractions of stock will be dealt 
with under separate arrangement. This 
distribution will reduce the share premium 
reserve by £43,000 to £9,686. 


EXPORTS 


The turnover in the export division of your 
company reached a satisfactory level in 1949, 
but here again competition greatly increased 
and currency restrictions hampered our 
activities. This resulted in the necessity of 
still closer contact with our buyers and agents 
overseas, which we are sparing no effort to 
maintain. We find by experience that it is 
very necessary to achieve the closest possible 
contact not only with our agents, but with 
our customers themselves, and this involves 
many journeys abroad. Within the last few 
weeks I have returned from visiting our sub- 
sidiary company in South Africa. Though 
that country has its own special problems, I 
am satisfied that our decision, made many 
years ago, to establish a company there was 
a wise one. 


Your board considers that there is an out- 
let for some of our specialities in Canada if 
manufactured in that country. We _ have, 
therefore, taken steps to establish a small sub- 
sidiary company over there to operate a fac- 
tory in the neighbourhood of Toronto. No 
early returns must be expected from this 
venture, but it should prove of benefit in 
course of time, and we shall have a foothold 
in a country of increasing industrial 
importance, 


The various works of your company have 
been fully employed during the year under 
review. At the Oil Seal and the Gear Works 
at Walker, and the mills at Bentham in York- 
shire, extensions are in progress which will 
enable us to deal more adequately with the 
demand for our products. 


I never express ape optimism as to the 
future, but from points of view we are 


justified in facing the future with quiet 
confidence, 


The report was adopted and the proposed 
bonus issue was approved. 
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WESLEYAN AND GENERAL ASSURANCE 
SOCIETY 


CONTINUED PROGRESS 


BONUS INCREASED TO £1 4s 0d 


The one hundred and ninth annual general 
meeting of the members of the Wesleyan and 
General Assurance Society was held at the 
Central Hall, Corporation Street, Birming- 
ham, Mr A. H. Sayer, M.C., J.P. (the society’s 
chairman), presiding. 


The chairman, in the course of his speech, 
said : 


During the year the threat to our business 
and the depreciation in value of securities 
were difficulties to be faced. However, when 
vou have learned the results of the year’s 
operations, you will, I am sure, feel proud 
of the society and of its achievements. 


NEW BUSINESS 


In the ordinary department the total of 
new sums assured was £3,455,912. The 
average sum assured per new policy has in- 
creased from £453 in 1948 to £527 in 1949, 
which is a record figure for the society. 
The premium income of the department is 
£1,307,357, an increase of £100,860. 


In the industrial department the premium 
income has passed the £2,000,000 mark at 
2,032,684, which is £42,404 greater than last 
year. 


The fire and accident departments con- 
tinue their expansion, which has been most 
marked im recent years. The premiwn in- 
come is £137,872, an increase of £14,687. 


INVESTMENTS 


The premiums received from policyholders, 
being level premiums from year to year, are 
more than sufficient in the early years when 
death risk is light (excepting the premiums 
for the first year from which the heavy initial 
expenses are paid) and are insufficient in later 
years when death risk is heavy. The excess 
portions of premiums are accumulated and 
form the various funds shown in the balance 
sheet among the liabilities, being of course 
the society’s liability to polieyholders. 

The assets held to meet. the liabilities of 
various kinds now amount :o £26,241,000. 
They include over £18,000,000 in Stock Ex- 
change securities which suffered heavy depre- 
ciation in value during the year. To meet 
this position steps have been taken to increase 
the investments reserve. £200,000 has been 
transferred from general reserve, reducing it 
from £300,000 to £100,000, and £150,000 has 
been transferred from the valuation surpluses 
in the departments. The investments reserve 
has, therefore, been built up from £1,000,000 
to £1,350,000, which is more than sufficient 
to meet the depreciation in Stock Exchange 
securities. As to the other assets, the direc- 
tors are satisfied that the market value of 
house property and reversions is in excess 
of the book value and they had no hesitation 
m signing the certificate which appears at the 
foot of the balance sheet. 


INTEREST EARNINGS 


The fall in the value of securities is the 
counterpart of an improvement in the yield 
on new investments. This improvement is 
welcome, because the assets have increased 
by £984,000 in the year and this money has 
had to be invested. The higher the rate of 
interest obtainable, the greater is the likeli- 
hood of better bonuses. 


_ The outcome is that the gross rate of 
‘nterest earned on the funds has been main- 
tained at £3 16s. 2d. per cent. For a special 


reason relating to income tax, which will not 
recur, the net rate of interest has fallen from 
£3 Is. 1ld. per cent. in 1948 to £3 9s. 7d. 
per cent. in 1949. 


VALUATION AND SURPLUSES 


The valuations have been carried through 
on the same stringent bases as last year, and 
there is a surplus in each department. 


In the ordinary department the surplus is 
£316,290. To this must be added £16,500 
transferred from the industrial department, 
so that £332,790 is actually available. 


The directors have decided to increase the 
reversionary bonus to £1 4s. per £100 sum 
assured. The actuary advises that it is 
within the resources of the society to main- 
tain a bonus of this rate. It compares with 
£1 per £100 sum assured declared previously 
for each year since 1939. The cost of the 
increased bonus, on the conditions specified 
in the annual report, is £180,666. This 
leaves £152,124, from which the directors 
have transferred £80,000 to investments 
reserve, and {£21,830 to the staff pension 
fund, leaving £50,294 carried forward. 


In the industrial department the surplus 
is £254,760. The directors have allocated 
£40,000 for the benefit of industrial depart- 
ment policyholders, £30,000 to the invest- 
ments reserve, £30,000 for the benefit of 
with-profit policyholders in the ordinary 
department, £25,000 to the outdoor staff, 
£68,170 to the staff pension fund; leaving 
£61,590 carried forward 


In the annuity department the surplus is 
£67,349, compared with £47,867 at the pre- 
vious valuation. The relatively large increase 
is due to a higher number of deaths during 
the year than would normally be expected. 
The directors have transferred £40,000 of 
this surplus to the investments reserve. 


The Chairman, having dealt at length with 
the society's advance annuity policy, 
continued : — 


FIRE, MOTOR VEHICLE, EMPLOYERS’ 
LIABILITY AND GENERAL DEPARTMENTS 


In non-life business the society continues 
to make progress. The fire and accident 
premium income (excluding motor) is three 
times what it was ten years ago. In London, 
Birmingham and the larger towns there are 
members of the staff who are experts in fire 
and accident business, and who are fully 
competent to handle all insurances, however 
large and complex they may appear to be. 


FUTURE PROSPECTS 


Provided there is no nationalisation, it can 
be stated that the prospects of the society 
are extremely bright. It has stood up well 
to the financial stresses of the past year. It 
is making good progress in all departments. 
Its aim is to offer first-class insurance service 
through a highly-trained and efficient staff. 
The directors are proud of its past achieve- 
ments, and have the greatest confidence in 
the future. 


I have pleasure in moving that the annual 
report and statement of accounts, together 
with the valuation report, be received, ap- 
proved and adopted. 


The proposition was seconded by Mr D. G. 
Barnsley (deputy-chairman) and duly carried. 
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MITCHELL COTTS AND 
COMPANY, LIMITED 


EXPANSION AT HOME AND ABROAD 


The thirtieth ordinary general meeting of 
Mitchell Cotts and Company, Limited, will 
be held in London on April 25th. 


The following is an extract from the state- 
ment by the chairman, Mr Leonard Aldridge, 
C.B.E., F.G.S., circulated with the report 
and accounts for the year ended June 30, 
1949 I feel sure that you will be satisfied 
with the results. The profits for the year 
show an improvement of £16,338 over those 
of last year, being £772,060, as compared 
with £755,722. 


Roughly three-quarters of the group’s 
assets of about £9 million are held outside 
the United Kingdom. The group offices in 
England have substantially expanded their 
volume of trade and profits, a very consider- 
able portion of their work consisting of ex- 
ports to and imports from our various 
subsidiary companies. The parent company’s 
activities as purchasing and selling agent for 
both official and private organisations abroad 
have also expanded. 


Our South African coal business has again 
made a very valuable contribution to the 
year’s results in spite of increased competi- 
tion in the export and bunkering markets. 
In common with other ship-owning concerns, 
our London shipping companies have felt the 
effect of the adverse freight market condi- 
tions. The profits made by these companies, 
although still substantial, are below the 
previous year’s peak figures. 


Our Birmingham engineering subsidiary 
company, Alldays and Onions, Limited, has 
had an excellent year, its profits being the 
highest yet achieved. The results of the 
general trading and engineering sections of 
the group in England are being fully main- 
tained. We know that there will be a further 
material recession in the profits from our 
shipping companies, and we may have diffi- 
culty in maintaining the record profit figures 
from our coal operations. 


PROGRESS IN AFRICA 


The group companies controlled from 
Johannesburg as a centre and broadly cover- 
ing the territories in Southern Africa con- 
tinue to be our largest single profit-earning 
region. In spite of some adverse factors, 
satisfactory progress on the whole has con- 
tinued, and profits have again been a record. 
Judging by the preliminary figures, last year’s 
results in this area are being more than fully 
maintained, 


The companies controlled in the Middle 
East have had to contend with difficulties, 
and have made a reduced but still important 
contribution to group profits. 


Further progress and increased profits have 
been achieved in the companies operating in 
East Africa and controlled from Nairobi. 
The group’s activities in the Far East, largely 
controlled from London through our wholly 
owned subsidiary, Alexander Young (Lon- 
don), Limited, have shown very satisfactory 
results, the profits being substantially higher 
than for the previous year. The results for 
the first six months of the current year. are 
at about the same level. 


The total value of exports from the United 
Kingdom handled by the group during the 
year under review is in excess of £5,500,000, 
am increase of nearly 40 per cent. over the 
previous year. Interim figures for the 
current year indicate that our exports are 
running at about the same satisfactory rate. 
On a short-term basis our prospects remain 
good, and although we may not repeat last 
year’s figures in the current year, we do not 
expect to fall far short of them. 
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BANK OF SCOTLAND 


SATISFACTORY RESULTS 
LORD ELPHINSTONE’S SPEECH 


The annual general meeting of the 
Proprietors of the Bank of Scotland was held 
within the head office, Edinburgh, April 4, 
1950. 

The Right Hon. Lord Elphinstone, K.T., 
Governor of the Bank, presided. 

In submitting the directors’ report, the 
chairman said :— 

Once again we have to record a year in 
which we have been beset by doubts and 
difficulties engendered by the unsettled out- 
jook in world affairs generally, and by recurr- 
ing crises in the economic affairs of this 
country. It is indeed disappointing that the 
improvement in the financial position of the 
nation to which I referred here last year was 
not maintained; that, instead, it was 
succeeded by a deterioration which was in- 
tensified during the summer months until— 
to arrest the adverse movement in our ex- 
ternal balance of payments—it became neces- 
sary to resort to the expedient of lowering 
the value of sterling. 


Devaluation, although inevitable in the 


‘straitened circumstances to which the course 


of events had led us, nevertheless came as a 
disagreeable shock to all thinking people. That 
we had to declare our shortcomings before 
the world in such signal fashion was a sore 
disappointment. The dollar shortage, how- 
ever, is not a problem peculiar to ourselves. 
It is one with world-wide implications, a 
problem that, whichever way we regard it, 
is bound to cloud international trading con- 
ditions for years to come. 

While there is some encouragement in the 
fact that the dollar gap narrowed a little 
during the last quarter of the year, devalua- 
tion can be no more than an ephemeral ex- 
pedient unless comstructive measures are 
adopted to counter the disadvantages 
attendant upon having lowered the external 
value of the currency. This is a truth which 
has been stated repeatedly in responsible 
financial circles and it needs no emphasis 
here. It may be well, however, to stress the 
inflationary trend that is inherent in the mere 
act of devaluation. Already the effects are 
noticeable in the gradual rise in prices which 
has taken place within recent menths and this 
does not make for easy optimism. 

It is unfortunate that as yet there has been 
little indication that the general public are 
fully alive to the difficulties which confront 
us. This may be due to the fact that the 
people have been screened from the reality by 
Marshall Aid and by other protective in- 
fluences. Thus it is that the complacency of 
which I made mention last year at this time 
is regrettably still much in evidence. More 
than ever today it is desirable that there 
should be drastic curtailment in unproductive 
government expenditure so that, through the 
easement of taxation which this would make 
possible, there might be real inducement to 
save and a rebirth of incentive to enterprise ; 
for these factors are essential to increased 
production. It must be the constant en- 
deavour of every one of us so to exert our- 
selves that our country may regain the 
position of universal respect that honest hard 
work and integrity won for us in the past. 


THE YEAR IN SCOTLAND 


Although naturally affected by the serious- 
ness of the general situation, Scottish industry 
throughout the year has shown a degree of 
resiliency that gives promise for the future. 
We may indeed take pride in the efforts that 
have been made by Scottish men and women 
engaged in the production and export drive. 
Clear “ evidence the excellent results 
achieved was shown by the Exhibition staged 
in Glasgow last ember. We welcome the 
success that att this enterprise and its 
promoters are to be congratulated on their 


foresight. The Exhibition demonstrated to 
the world not only that Scottish craftsman- 
ship remains second to none, but also the 
wide diversity of products which can be 
turned out by Scottish manufacurers. At 
the same time it provided ample testimony 
to the possibilities of the lght industries 
established in our midst. 

Taken all over, the outlook for Scottish 
industry, given opportunity, is encouraging, 
and the bank is glad to be associated with 
the progress that is being made. 


BALANCE SHEET AND LIQUID ASSETS 


Our liquid resources as shown in the 
balance sheet including cash, balances with 
other banks, cheques in course of collection, 
together with money at call and short notice 
and bills discounted (including £2,000,000 of 
Treasury bills) amounted to £33,029,000 or 
29.8 per cent. of our total liabilities to the 
public. When Treasury deposit receipts and 
investments, which are almost wholly made 
up of British Government stocks, are included 
with our liquid resources the total equals 
85.8 per cent. of our public liabilities. The 
value of the investments at February 28th 
last was greater than the amount at which 
they are shown in the balance sheet. 

The satisfactory results achieved are, as 
always, largely due to the loyal and efficient 
work which continues to be done by the 
executive, managers and staff and I take this 
opportunity to express on behalf of the Court 
of Directors our sincere appreciation of their 
services. 

I now have pleasure in moving that the 
report and balance sheet as submitted be 
adopted, and that a final dividend at the rate 
of six per cent. subject to deduction of in- 
come tax, be now declared, payable on April 
15th, making, with the interim dividend paid 
in October last, twelve per cent. for the year. 

The motion was agreed to. 


JOHN EMSLEY LIMITED 
SATISFACTORY TRADING RESULTS 


The third annual general meeting of John 
Emsley Limited was held on March 3l1st in 
Bradford, Mr Harold Jaques (chairman and 
joint managing director) presiding. 

The following is an extract from the chair- 
man’s circulated statement:—The trading 
results are again most satisfactory, due to the 
continued increased production, both for the 
home and export markets, the rising prices of 
raw materials, and the continued realisation 
of purchases at favourable rates. 

The net profits for the year, after charging 
directors’ emoiuments, depreciation of fixed 
assets, and taxation, amounts to £227,811, as 
compared with £219,301 for the previous 
year. As has been the practice since the 
incorporation of the company, the board 
have set aside a portion of the profits for 
the payment of a bonus to the employees, 
thus ensuring them a share in the prosperity 
of the company. 

Your directors view with concern this 
increasing cost of raw materials, which will 
inevitably have its effect on the cost of the 
finished product. The board have, however, 
adopted a cautious policy in connection with 
their commitments, but even so they have 
recommended an increase in the reserve for 
contingencies of £51,000, making a total 
reserve of £125,000. 

I again prefer not to express any decided 
opinions as to future prospects. At the same 
time, in the absence of anything of an 
unforeseen nature, the board look forward 
to another satisfactory year’s trading. I 
must, however, conclude with a warning, 
that unless wool prices become more stabi- 
lised, restriction of production in the primary 
processes is bound to arise. 

The report was adopted 
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ANGLO-FRENCH 
EXPLORATION COMPANY, 
LIMITED 


PROFIT MAINTAINED 


The sixtieth annual ordinary general meet- 
ing of the Anglo-French Exploration Com- 
pany, Limited, was held in London on 
April 4th. 

The chairman, Mr F. R. Cottell, A.C.A. 
in the course of his speech, said: Our invest- 
ments stand in the books at £943,372 and are 
valued at £1,122,288. The profit and loss 
account discloses that our gross revenue has 
been substantially maintained, despite much 
reduced activity on the Stock Exchange. The 
maintenance of our revenue can be ascribed 
to satisfactory dividends. After charging 
expenses the profit carried to appropriation 
account is £92,689. Taxation requires 
£30,857, we have written down investments 
by £29,026 and transferred £662 to general 
reserve to bring that reserve to the satisfac- 
tory figure of £75,000. The dividend which 
we now recommend is 7} per cent., which 
requires £30,938. The profit carried forward 
is £28,687. 

Taxation has not required such a large 
appropriation as last year, but unfortunately 
this is not due to any reduction in the rate 
of tax, but simply to the anomalies that arise 
in assessing profits. The burden of taxation 
on industry must be drastically reduced if this 
country is to hold its own in world markets, 
but a reduction will not be possible while 
Government expenditure continues at the 
profligate rate of the last few years. That 
no reduction in such expenditure may be 
expected during the current fiscal year is un- 
fortunately only too apparent from the 1950- 
51 Budget estimates issued last month, while 
the huge supplementary estimates for the 
year just ended are a disturbing indication 
of the Government’s inability to contro! the 
expenditure of the departments. The neces- 
Sity to pursue an anti-inflationary policy 
remains as vital as ever, but the high rate of 
Government expenditure promises little hope 
for tax remission in the near future. 


EFFECT OF DEVALUATION 


Last year I dealt at some length with the 
gold position, and expressed the opinion that 
a strong case existéd for the view that the 
official price’ of gold in all countries should 
be permitted to reflect the world-wide appre- 
ciation which had taken place in all other 
commodities as measured in terms of cur- 
rencies. At the same time I stated that 
reasons against an increase, particularly an 
increase arising from unilateral devaluation, 
could be adduced. Following devaluation of 
the pound sterling, the gold mining indus- 
tries in South Africa and other sterling area 
countries are obtaining considerable benefit 
from the higher price for gold, but they have 
not received as yet the full benefit which 
would arise from a change in the value of 
the currencies of all members of the Intcr- 
national Monetary Fund as measured in 
terms of gold. It is, I consider, anomalous 
that whereas there is a higher sterling price 
of gold as a result of unilateral devaluation 
by sterling area countries, nevertheless the 
currencies of other countries who are mem- 
bers of the Fund have not come more into 
line with their real value in terms of gold. 

This is the sixtieth annual meeting of your 
company, and the sixtieth anniversary of the 
registration of the company fell on Decem- 
ber 24, 1949. You are aware that your 
company has an honourable and successful 
history. Today it is in a sound position 
with a carefully selected and well-spread 
portfolio of investments, and you may rest 
assured that it will be the board’s constant 
endeavour to maintain the company’s record 
of succsss. 

The report was adopted. 
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JAS. WILLIAMSON AND SON, LIMITED 


(Manufacturers of Linoleum, Felt Base, Leatner Cloth and Lancaster Cloth) 
RECORD TURNOVER 
A LEADING EXPORTER 
THE EARL PEEL’S STATEMENT 


The nineteenth ordinary general meeting 
of Jas. Williamson and Son, Limited, was 
held at Lune Mills, Lancaster, on April 3rd, 
the Rt. Hon The Earl Peel (chairman and 
managing director) presiding. 

The secretary (Mr L. Beswick) read the 
notice convening the meeting and the report 
of the auditors. 

The following is the statement by the 
chairman which had been circulated with the 
report and accounts for the year ended 
December 24. 1949, and was taken as read: 

The year under review has provided your 
company with its full share of those difficul- 
ues and distractions now unfortunately 
accepted as commonplace in British industrial 
experience and largely outside the control 
of managements. In spite of these we may 
derive satisfaction from the fact that our 
turnover reached a record figure, and we 
have maintained our position as one of the 
leading exporters in our industry. We have, 
moreover, made special efforts, with some 
success, to develop our business in hard 
currency markets, and our export figures 
would have been greater but for the pro- 
hibition of imports in several traditionally 
large markets. 

Although we obtained an increase in lin- 
seed oil allocations, thereby permitting a 
reduction in the use of some substitute oils, 
the amxietics I expressed to you last year 
concerning hessian have continued, and have 
recently been intensified by the cuts in supply 
following the lack of agreement between 
India and Pakistan. We can only hope that 
these will not be continued beyond the earlier 
months of 1950. Devaluation has naturally 
increased our difficulties on the raw materials 
side by raising the cost of much of what we 
buy, and closing against us some of our 
normal sources of supply. 


EXPANSION AND MODERNISATION 
PROGRAMME 


Good progress has been made in the pro- 
gramme for the expansion and modernisa- 
ton of plant and equipment at Lune Mills, 
and in September the new power station, the 
largest single project we have ever under- 
taken, came into operation. In addition, the 
production departments received much new 
equipment, and improved warehouse facilities 
made possible a record tonnage figure of 
goods dispatched in one week. The new 
laboratory was partly occupied in December 
and is now completed. I must also mention 
a welcome improvement in output at the 
cotton mills. Redeployment and shift work- 
ing has been extended, and the wages 
recommendations of the Cotton Manufac- 


turing Commission relating to weavers were 
introduced. 


These developments in all your company’s 
mills are not only in the interests of pro- 
ductive efficiency, but will have an increasing 
and beneficial effect upon working condi- 
bons. Capital expenditure on important 
additions and improvements to buildings and 
plant has exceeded £1,000,000 in the last two 
years, and a gradual improvement in the 
company’s capacity and competitive power 
1s confidently expected. 

Mielanea er hs sre ugpine ify us for 
income tax initial wear and tear ances 
(under the Income Tax Act, 1945), which 
temporarily reduce our tax liabilities in the 
first year. These allowances have the effect 
of increasing tax liabilities in future years. 
Your directors have therefore considered it 


wise to place them in reserve against the 
future liabilities, and you will find this item 
ir the balance sheet under the caption 
“Initial tax allowance reserve £140,000.” 
This amount will be gradually absorbed into 
the tax computations of future years. 


HIGH LEVEL OF REPLACEMENT COSTS 


The costs of replacement and improvement 
of plant and equipment continue at a very 
high level. The funds which have to be 
found for this purpose are normally provided 
from earnings placed to depreciation account 
and other earnings withheld from distribu- 
tion. With the severe increase in the cost 
of equipment, these amounts are no longer 
adequate, and additional sums have to be 
allocated to make good the deficiencies. This 
year your directors have added a further 
£75,000 to the development reserve for this 
purpose, bringing it to £275,000. 

With the continued rise in the costs of 
many of our raw materials, additional funds 
may be required to finance the higher values 
of stocks and trading commitments. Your 
directors therefore consider it prudent to 
retain a further £65,000 from your profits, 
increasing the general reserve to £600,000. 

The Chancellor of the Exchequer is 
reported as having said, and we know it is 
something which appears to worry him con- 
siderably, that never before in qur history 
have such large profits been made by 
industiy, and that it would be much better if 
some of them were lessened by reductions 
in prices In point of fact, the linoleum 
industry has made two voluntary price reduc- 
tions, but the benefit of the first to the 
public was more than nullified by the Chan- 
cellor increasing the purchase tax by three 
times the amount of the reduction. 


INFLATED “ TRADING SURPLUSES” 


He must know as well, or better, than 
anyone else, that “ profits,” or “trading sur- 
pluses ” as I prefer to call them, are naturally 
higher than ever before owing to the fall in 
the value of money, and that in order to 
compare them with prewar figures, it is 
necessary to divide by 2} or even three. 
Costs are, of course, equally inflated, and, in 
any case, the Chancellor is not slow to avail 
himself of a large proportion of these profits 
for purposes other than the re-equipment of 
industry. He admits this by saying with a 
certain sententious humour that he is doing 
his best to modify that situation by taking 
away profits to a considerable extent and 
utilising them for the general good of the 
people, whatever that may mean. What he 
is doing is not only to take away profits 
distributable to shareholders, but to drain 
industry of funds which would otherwise 
be used for the re-equipment of plant and 
machinery, the increase of productive capa- 
city and development of new processes and 
methods, and expenditure on research. 

It is interesting and, indeed, alarming to 
note the disposal of the profits of your com- 
pany during the past four years, for while 
no less than one-half was taken or earmarked 
for taxation, shareholders received only two- 
tenths, and three-tenths were placed to 
reserves. 

Wealth and welfare and the prosperity of 
this country derive in the first place from 
productive efforts. If the means of that 
productivity are not kept healthy and up to 
date, we shall assuredly fall behind in com- 
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petitive ability. We shall export less, and 
both employment and the standard of living, 
about which we hear so much, will suffer. 


SHAREHOLDERS NOT LARGE CAPITALISTS 


It is as well to remember that many share- 
holders cannot be classed as large capitalists 
—in fact, some of them include hourly-paid 
workers who would undoubtedly prefer to 
see the rewards of their thrift paid over to 
them to be used as they wish, instead of 
being appropriated by someone else who may 
be tempted to use them with less advantage. 
They may also wish to see the enterprise in 
which they have invested their savings still 
further strengthened by larger appropria- 
tions to reserve funds which will in time 
increase the value of their asset and enable it 
to bring in a bigger dividend in future years. 

You will wish me, I know, to convey 
to all the employees of Williamsons your 
appreciation of their endeavours during the 
past year. While our numbers have increased 
slightly, great efforts have been made, and 
extended hours have been worked to pro- 
duce the additional turnover required. These 
efforts continue. 


You will be asked to confirm the appoint- 
ment to the board as from July 1, 1949, of 
Sir Cuthbert Clegg. Your directors are of 
the opinion that his wide experience, and 
his knowledge of the cotton industry in par- 
ticular, will be of great value to the company. 

The report and accounts were unanimously 
adopted, and a final dividend of 74 per cent., 
less income tax, making 10 per cent. for the 
year, was approved. 

The retiring directors, Mr George G. 
Parkinson and Mr J. A. Black, were re- 
elected ; the appointment of Sir Cuthbert B. 
Clegg as a director was confirmed, and the 
ee of the auditors, Messrs Viney 


Price and year, having been fixed, the 
proceedings terminated. 


CRYSTALATE LIMITED 
SIR HERBERT MORGAN'S SPEECH 


The annual general meeting of Crystalate, 
Limited, was held on March 29th in London. 

Sir Herbert Morgan, K.B.E., the chair- 
man, in the course of his speech, said: 

You have already been advised as to the 
major causes for the loss that has arisen— 
causes which were outside our control. Sum- 
marised, these were Government contraction 
in capital expenditure, the fall in demand for 
wireless sets, as well as in the light electrical 
trades, traceable, in part, to purchase tax and 
the curtailment of the housing programme. 
Business in the cosmetic trades has also 
declined. 

It did appear that these adversities might 
have been of a temporary nature only. 
Regrettably, in the course of the year, the 
Situation did not improve, but actually became 
worse. 

On the brighter side, we are confident 
with the knowledge, skill end _ efficiency 
Possessed in our various organisations that 
only a slight swing of the trade pendulum is 
required to see us back into more prosperous 
times. 

The temporary changes in the fortunes of 
the company have increased the strain on the 
executive and staff, who, under the leadership 
of our managing director, Mr Jack Lesser, 
have been doing all that is possible to grapple 
with the position and take the steps indicated 
to improve it. Our thanks and appreciation 
are fully due to them. 

The report was adopted. 

The p ings having terminated with a 
vote of thanks to the chairman, Mr H. Brown 
@ stockholder and customer of Crystalate, 

imited) express¢d his appreciation of the 
tremendous amount of co-operation his firm 
had received from the directors and staff ot 
Crystalate, Limited, and Ebonestos In- 
dustries, Limited. 
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TATE AND LYLE, LIMITED 


TURNOVER AND SALES MAINTAINED 


LORD LYLE ON DIVIDEND POLICY 


The forty-seventh annual general meeting 
of Tate and Lyle, Limited, was held on 
April 4th in London. 

The Rt. Hon. Lord Lyle of Westbourne, 
the president, in the course of his speech, 
said :— 

The operations for the segregation of 
various assets not directly concerned with 
sugar refining are now complete. You would, 
I know, wish me to congratulate our secretarial 
and registration departments on the remark- 
able efliciency with which the enormous 
volume of work has been tackled. Share- 
holders who have not sold their rights will, 
for every 100 Tate and Lyle £1 ordinary stock 
units held previously, now be holding 100 
Tate and Lyle 15s. ordinary stock units and 
100 Tate and Lyle investments 5s. ordinary 
shares and 25 Silvertown Services, Limited, 
ls. ordinary sliares. 

GENERAL RESERVE £2,000,000 


The general reserve account with this year’s 
allocations now stands at £2,000,000. Your 
board will, when the time is ripe, suggest to 
you that the value of Tate and Lyle stock 
units should be restored to £1 by the capi- 
alisation of these reserves, appropriated from 
past profits to finance improvements and 
additions represented in our balance sheet by 
plant and buildings. 

Turnover for the past year remained 
substantially the same as the year before at 
£76 million. Total sales were about the same 
at 1,700,000 tons. Export sales were slightly 
lower at 470,000 tons with a total value of 
£154 million. These figures were achieved 
by working long hours of overtime. These 
were cheerfully undertaken by all engaged in 
production. I take this opportunity of thank- 
ing management and men for their great 
efforts and also for their loyalty to the 
company. 

ANALYSIS OF INCOME 


An analysis of the total income is as 
follows :-— 


Per cent. 

Cost of raw materials, fuel and 

SONVIOUE. mncicnscdevanateevenianuan 90-3 
Wages, national insurance and 

employees’ benefits............ 4:3 
Overhead expenses, including 

selling and distribution...... 1-6 
Provided for maintenance, re- 

newals and depreciation...... 0:9 
United Kingdom taxation on 

DNOD - sc neiasanctacisiecgeaeen [3 
Amount placed to reserves...... 0-9 
Dividends to ordinary and 

preference stockholders (net) 0:7 


I must make special reference to the 
provision for taxation which has fallen dis- 
proportionately to profits. The main reason 
for this is the relief from taxation arising from 
substantial expenditure on arrears of main- 
tenance and renewals. 


TRADING PROFITS 


Yrading profits dropped from £3,472,000 
(approximately) to £3,031,000 (approximately). 
This fall was largely due, as I predicted last 
year, to a narrowing of the export margins. 
There was also a large item of expense 
incurred by the return to prewar quality of 
containers for our packet sugar. In the early 
days of the war the paper shortage made it 
necessary to abandon the outside wrapper. 
The resulting package, while saving consider- 
able quantities of paper, was well known by 
refiners, distributors and consumers to be 
unsatisfactory. A large proportion got to the 
housewife in a leaking condition. When paper 


controls were removed last year, we hastened 
to replace the wrapper. However, you will 
be interested to hear, the Government said 
that in their view the inferior package was 
quite good enough for the housewives of 
Britain. The Government control our mar- 
gins, but they cannot prevent us improving 
quality at our own expense. 

Considering these adverse factors, profits 
remain satisfactory. £600,000 has been trans- 
ferred to general reserve, a sum which your 
directors consider is sufficient for the in- 
stallation of new equipment in the normal 
development and improvement of production 
methods. In addition, £250,000 has been 
placed to a special reserve for the replacement 
of assets, the value of which, due to increases 
in costs, is not fully covered by depreciation, 
and £55,000 (approximately) has been allo- 
cated to stock replacement reserve. After 
providing for a recommended final dividend 
calculated to bring the total distribution for 
the year to the same figure as for last year, 
there remains a sum of £274,000 (approxi- 
mately) to carry forward. This carry-forward 
is some £200,000 more than has been usual 
in the past. 


DIVIDEND LIMITATION AND WAGE FREEZING 


It is your directors’ view that dividend 
limitation and the freezing of wages are only 
necessary as a result of inflation caused by 
Government bungling. Until some curb is 
applied to the irresponsible extravagances of 
theorists unaccustomed to practical business 
methods, we must perforce do what we can 
to prevent the disaster of an inflationary spiral. 
I hope and believe that it will not be long 
before the country’s finances are again in the 
hands of practical men, whose policy will 
remove the danger of inflation and restore 
incentives both to capital and labour. In the 
meantime, profits have been carried forward 
to next year and will be used as soon as the 
time is appropriate for an increased dis- 
tribution to shareholders and also for dis- 
tribution among our workpeople. 

I would like to mention at this point how 
wrong it is that firms who are willing and 
able to keep up-to-date can only do so out 
of taxed profits. High taxation has many 
evil effects in stifling enterprise and initiative. 
Penal taxation on the cost of improving and 
even maintaining efficiency has perhaps the 
most far reaching effects of all. 


A LUDICROUS POSITION 


Even though rationing continues, it is high 
time that some of the artificialities which have 
arisen during the past ten years were aban- 
doned. We have the ludicrous position at 
the moment in which a_ housewife gets a 
subsidy on sugar bought in a grocer’s shop 
and pays a levy on sugar bought in the form 
of jam or sweets or biscuits. In addition, she 
pays an import duty on all sugar. The levy 
and duty far outweigh the subsidy. 

In order to save jute, we have installed 
machinery to pack sugar in paper sacks. In 
order to encourage the use of these paper sacks 
we told the Ministry of Food of our intention 
to reduce the an of sugar in paper sacks by 
6d. per cwt. is was done as long ago as last 
Christmas. The Ministry of Food asked us 
to hold our hands to give the Treasury an 
opportunity of examining whether anybody 
would be better off as a result of the reduction 
in price, as wider margins for the distributive 
trade or manufacturers could not be tolerated. 
Have you ever heard such a feeble reason for 
holding up something which could not fail to 
benefit the country as a whole ? 

The report was adopted. 
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THE ALLIANCE TRUST 
COMPANY, LIMITED 


SATISFACTORY RESULTS— 
INCREASED DIVIDEND 


MR W. D. MACDOUGALL’S 
STATEMENT 


The sixty-second annual general mecting 
of the Alliance Trust Company, Limited, wil! 
be held in the company’s office, Meadow 
House, 64, Reform Street, Dundee, on 
April 28th. 

The following is the statement by the 
chairman (Mr W. D. MacDougall) circulated 
with the report and accounts :— 

It gives me great pleasure to welcome 
Colonel Hugh Spens, whose appointment to 
the board you will be asked to confirm. 
His name and reputation are held in the 
highest regard, and we consider ourselves 
fortunate to have been able to bring to our 
counsels his wide experience of business and 
finance. 

INCREASED REVENUE 


The accounts, which reflect the changes 
in exchange rates made last September, show 
that gross revenue has risen by £24,782 to 
£895,674, while, owing to the benefits of 
double taxation relief, the net sum available 
for ordinary dividend shows an even larger 
rise of £25,198 to £311,654, representing 
53.97 per cent. earned on the ordinary stock 
against 49.60 per cent. last year. After 
weighing carefully all considerations, your 
directors think it proper that part of this 
increase should be passed on to the stock- 


holders, and the rate of dividend proposed: 


is 33 per cent. against 30 per cent. for the 
two previous years. 

This will leave a surplus of £121,078 out 
of the year’s revenue, to which there is added 
£20,681 for income tax recovered, including 
double taxation relief and provisions no 
longer required in respect of previous years. 
This brings the balance in the appropriation 
account, including £142,255 brought forward 
from last year, to £284,014, out of which we 
have carried £150,000 to general reserve 
fund, bringing it to £900,000, and leaving 
£134,014 to be carried forward to next year. 

I think that you will approve these results 
and our proposed dispositions of the year’s 
income. The satisfactory earnings are in part 
attributable to continuing prosperity in the 
United States and to devaluation increasing 
the sterling value of the income from our 
investment there in Stock Exchange securi- 
ties and real estate. It will be realised, how- 
ever, that devaluation affected the income 
of only 44 months during the past year. 

The valuation of our investments, which 
has failen by 8.8 per cent., shows an appre- 
ciation of 37.37 per cent. on the balance 
sheet figure as against 50.69 per cent. a year 
earlier. Here too we have felt the benefit of 
our dollar investments, the increased value 
of which has offset to some extent the sub- 
stantial fall in British securities generally. 


FUTURE PROSPECTS 


Our earnings should hold up well so long 
as present world economic conditions last, 
but it seems more than ever wise to con- 
template less favourable chances. As is wel 
known, the results of devaluation as bearing 
upon British costs have still barely filtered 
through to the price of finished goods either 
for export or for the home consumer, !ct 
alone to the industrial wage bill. At the 
same time demand and dollar prices alike for 
world commodities and for our exports have 
been sustained by the revival of business in 
the United States of America. There are 
not wanting, however, signs of change in the 
world economic climate, amd we may soon 
enter upon a new season. Many of the most 
favourable factors in the United States have 


been no more than the legacy of lean war 
years, and their force is becoming spent. In 
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their place other forces exist or are being 
created, but the potency of the latter has yet 
to be tested under real strain. It is not in- 
conceivable, therefore, that British exports, 
upon which so much depends, may suffer the 
double disaster of peak costs coincident with 
falling prices and demand. 


AMERICAN INVESTMENTS 


You will notice from the distribution of 
our investments that the proportion in the 
United States has been raised again sharply 
from 8.15 per cent. of total value to 19.51 per 
cent. (against only 2.88 per cent. two years 
ago). While restoring in this way that spread 
of interests which has for so long been re- 
garded as an essential stabilising factor in 
investment trusts, we have had in mind the 
possibility of such a change in economic con- 
ditions as I have ventured to adumbrate. 
We feel that in these holdings we have a 
valuable insurance—and one which _inci- 
dentally yields a most satisfactory rate of 
return—against the greater uncertainties of 
Britain’s trade and dollar position. 


ERICSSON TELEPHONES, 
_ LIMITED 


RECORD OUTPUT 


The forty-seventh ordinary general meeting 
of Ericsson Telephones, Limited, was held 
on March 31st in London, Sir Harold A. 
Wernher, G.C.V.O. (chairman of the com- 
pany), presiding. 

The chairman, in the course of his speech, 
said: As 1948 was itself a record year, our 
target tO surpass it Was not am easy one ; we 
were able, however, to take advantage of the 
more stable conditions prevailing, with the 
result that the previous output record was 
exceeded by a substantial margin. This was 
particularly gratifying, since a much larger 
proportion of our products went overseas ; 
we actually exported approximately two- 
thirds of our total production. The close 
attention which we have been giving to our 
production methods and the success of the 
reorganisation and improvements carried out 
at the company’s works are also reflected in 
the very satisfactory results achieved 

Satisfactory progress has been main- 
tained by our research laboratories, which, 
besides providing important services for the 
factory production departments, are carrying 
out investigations in connection with a 
number of interesting problems. 

Emphasis has been upon exports, and we 
have striven to get as large a share of such 
business as possible. As you know, practi- 
cally the whole of the export business of the 
country is carried out by private enterprise ; 
the stimulating effect of incentives is thereby 
brought into play ; quick decisions are pos- 
sible, free from those hancicaps which would 
hamper official negotiations at every turn. 

The wading profit is £1,051,071. Your 
directors are recommending payment of a 
final dividend and bonus on the issued ordi- 
nary stock, amounting to £56,256. 

The report was adopted. 





SELFRIDGE (HOLDINGS) 
LIMITED 


SUCCESSFUL RESULTS—INCREASED 
PROFIT 


CHAIRMAN’S STATEMENT 


The annual general meeting of the above 
company will be held on April 28th at 400, 
Oxford Street, W.1. 

The following are extracts from the state- 
ment by the Chairman (Mr H. A. Holmes) 
circulated with the report and accounts :— 

The trading profit shows little variation 
from the figure of the previous year. To 
have achieved so good a result in the face of 
influences all tending to depress profits is a 
source of satisfaction and a reflection of the 
enthusiastic efforts made by the management 
and staff, to whom we extend our appreciation 
and hearty thanks. 


BURDEN OF PURCHASE TAX 


In my remarks a year ago many of the 
iniquities of the operation of purchase tax 
were emphasised, but with national expendi- 
ture on its present scale, it has suited the 
Chancellor of the Exchequer only too well to 
have such a vast source of disguised revenue 
to draw on, but is it not a sad state of affairs 
that a generation has grown up which has 
never had an opportunity of learning anything 
about true values ? Resentment to purchase 
tax must grow now that the full effects of 
devaluation are becoming more evident in the 
form of still higher prices, so that without 
some easement of taxation or the abandon- 
ment of the wage freeze, consumer demand 
is likely to fall as a result of a diminishing 
margin of individual spending power. Enough 
has been said elsewhere about the threatened 
injustice to retailers who, having paid purchase 
tax on the stocks they hold, see no remedy of 
recovery following a removal of the tax, 
which sooner or later must occur, especially 
on the very many items which should be 
classified as essentials. Some attempts have 
been made to devise a formula to meet the 
position, and admittedly it is difficult of 
solution. Meantime, I can only tell you that 
we have already lost many thousands of 
pounds under this heading. A year ago we 
felt it prudent to increase the reserve for loss 
of purchase tax to £129,742, which remains 
at the same figure as the losses incurred under 
this heading during the year have been 
smaller in amount and have been written off 
in the trading account. 


YEAR'S PROFIT 


To refer directly to the accounts before you, 
it will be seen from the consolidated profit 
and loss account that the trading profit 
amounts to £765,859 against £748,291. 

Investment income is slightly smaller, 
depreciation is higher at £56,491, interest 
paid takes £26,504 and provision for taxation 
£398,500. Subject to these deductions and 
after adding the profit on the realisation of a 
trade investment £32,046, there is available 
a net profit of £321,263 against £314,490. 


805 


From this figure there has been applied to 
sinking fund for redemption of debentures 
and discount on additional stock issued during 
the year £16,303. A loss of £15,000 incurred 
on the sale of an outlying property is written 
off. £20,000 is transferred to reserve for staff 
pensions and £50,000 to reserve for con- 
tingencies. Contingencies reserve constitutes 
a new heading in our balance sheet and for 
the purpose of simplification we have in- 
corporated with it the amount of £129,742 
previously shown under the heading purchase 
tax reserve, as we consider the term “ Con- 
tingencies ” sufficiently embracing and more 
suitable for general application to meet such 
needs as may arise in the future. The amount 
required for dividends, including the interim 
already paid and the final dividend and bonus 
now recommended on the ordinary shares, 
together with the fixed interest on the prefer- 
ence stocks is £167,480 net, leaving an un- 
appropriated balance on the year of £52,480, 
which, added to the sum of profit brought in 
from earlier years, increases the balance to 
be carried forward to £288,058. 


The consolidated balance sheet does not 
show any important changes, but it 
will be noted that the total assets have 
risen by £207,283 at £6,323,407, the principal 
increases being under the heading of accounts 
receivable and fixtures and plant. Both in- 
creases are healthy signs, and the latter 
indicates that a commencement has been made 
on the very big programme which lies ahead 
of us to re-furnish and re-equip most of our 
numerous departments. The first visible 
results of such expenditure are in the fabric, 
ladies’ shoes, gown and dress departments, 
and visitors to these sections and to the 
restaurant with its new lounge will appreciate 
the brighter appearance and improved facilities 
provided. Selfridges is nothing if not a 
popular store and no efforts of ours will be 
spared to ensure the maintenance of this 
tradition of being a centre for all classes to 
visit and shop in and enjoy. The pace at 
which re-modernising can proceed is not 
within our control in the circumstances which 
prevail. 


One of our great problems is to provide 
better and quicker internal transportation and 
to this end we were greatly assisted by our 
vast public, who co-operated with us during 
the year in the taking of a door and lift census 
to help us decide on the best positions for 
escalators, which are already partly fabricated. 


CURRENT YEAR 


As to how the current year will work out, 
I offer no guess at this period of political and 
economic uncertainty. With one general 
election ending in a stalemate and a second 
contest in prospect, we are likely to experience 
more party politics than constructive policies 
for solving our national difficulties, but mean- 
time, a respite from fresh legislation, of which 
we have had a surfeit, may not be a bad thing. 
We only have a few weeks’ experience of the 
current year to go on, but, in the absence of 
any unforeseen calamity, I have no reason 
to anticipate that we shall fail to hold our 
own, although it will be harder going. 





NOTICES 


UNIVERSITY OF LONDON 


g Senate invite applications for the Tooke Chair of Economic 

Science and Statistics tenable at the London School of Economics and 

Applications (10 copies) must be received not later 

than June 1, 1950, by the Academic Registrar, University of London, 

aioe poms. W.C.1, from whom further particulars should be 
ned. 


The 


Political Science, 





[,NGLISHMAN, 47 years of age, offers 25 years’ executive and 
4 administrative experience in India, South and East Africa, 
incl Latterly director and general 
Indy ger manufacturing and distributing pharmaceutical company in 
ndia. Available for interview in London.—Interested parties kindly 


uding Government service. 
mana 


communicate Box 397 


UNIVERSITY COLLEGE OF THE GOLD COAST 


ships in: — 


Economics, 


Applications are invited for Senior Lectureships and Lecture- 


Economic History. 


Salaries as follows: —Senior Lecturers, £1,000 x £40—£1,350 p.a. 
(expatriation allowance £300—£405 Pe): Lecturers, £450 x 
£1,000 p.a. (expatriation allowance £1 
being determined by qualifications and experience. Family allowance 


50—£300 p.a.); point of entry 


of £50 per child per annum (maximum £150 p.a.). Superannuation on 


aceisaladlanp tec sciccadalins adallaaas picnic sa F.S.S.U. Basis. Partly furnished residential accommodation at rent 

of not more than 10 per cent. of salary.. Free passages for members 
of staff and wives on appointment, normal retirement and annual 
vacation. in the United Kingdom. 

Applications (six copies) with the names of three referees should 
be sent to the Secretary Inter-University Courcil for Higher Educa- 
tion in the Colonies, 1 Gordon Square, London, W.C.1, from whom 
further particulars may be obtained. Closing date May 31, 1950. 
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Investment Statistics 


Company Notes 


John Summers and Sons.—Group trading 
profit including investment income increased 
by £448,080 to £2,924,124 in 1949. After 
charging £510,970 (£537, 744) depreciation 
and £1,424,151 (£1,076,871) taxation and all 
other charges, the surplus applicable to the 
group increased from £858,123 to £988,363. 
The final dividend of 6 per cent makes a total 
of 84 per cent for the year (same). 


Raphael Tuck.—Consolidated loss for the 
year to April 30, 1949, amounted to £22,802 
compared with a profit of £185,128 in the 
previous year. Group net loss was £70,751 
against a net profit of £56,678 for 1947-48. 


Rugby Portland Cement.—Net current 
assets amounted to £543,768 (£793,098) at 
December 31, 1949. Stocks and stores were 
£291,104 (£295,779) and debtors £253,331 
(£276,714). Fixed assets less written off 
increased from £1,770,202 to £2,050,001 on 
the year. 

A. Reyrolle.—Group trading profit in- 
creased by £599,365 to £1,356,954 in 1949. 
Net current assets at the year-end amounted 
to £3,888,058 ; cash was £831,378 compared 
with £19,933 a year earlier, and the bank 
overdraft of £663,716 has been paid off. 


John Barker.—Consolidated total profit 
amounted to £2,349,166 (£2,402,752) for the 
year to January 31, 1950; after deducting 
salaries, wages, pension contributions and 
commissions £1,075,040 (£1,060,159), taxation 
£458,815 (£515,489) and all other charges, 
net profit of the group was £528,284 
(£489,894), of which £4,384, (£6,246) was 
retained by subsidiaries. Stocks increased 
from £895,664 to £1,021,812 on the year ; 
liquid funds declined from £3,415,116 to 
£3,150,845 ; met current assets rose from 
£3,181,981 to £3,255,178. 


Cammell Laird.—Trading profit increased 
from £811,939 to £897,880, total profit from 
£1,130,287 to £1,256,529 and net profit from 
£409,831 to £436,976 in 1949. Net current 
assets at the year-end were £4,247,504 
(£3,928,034); liquid funds amounted to 
£5,195,506 (£4,218,173) and stock in trade 


and work in progress less instalments received 
£236,397 (£463,349). 


English Steel Corporaticn. — Group 
trading profit in 1949 amounted to £2,688,877 
(£2,417,840), total prefit after credit adjust- 
ment for taxation relating to deferred repairs 
expenditure in previous years to £2,944,332 
(£2,827,243) and net profit to £1,023,376 
(£1,081,595). Stocks were valued by officials 
at the year-end at £7,041,184 (£6,077,454) and 
net current assets were £6, 043,471. 

British Oil Shipping. 
all charges including taxation increased from 
£41,532 to £91,930 in 1949. The dividend 
for the year is 40 per cent (same). 


Hadfields.—Group prefit for the year to 
September 30, 1949, was £393,607 compared 
with £362,317 for the previous nine months 
period. Group net profit was £170,886 
(£131,367). Net current assets at the year- 
end amounted to £1,871,860 (£2,505,297). 


A. and S. Henry.—Consolidated trading 
profit in 1949 declined from £731,189° to 
£619,478 and net profit (including £24,013 
net (£29,081) retained by subsidiaries) to 
£251,004 (£319,881). The distribution of 124 
per cent for the year is unchanged. Stocks 
increased from {1,489,888 to £1,762,897. 

North British Locomotive.—Trading profit 
rose from £495,854 to £487,761 in 1949 ; net 
profit amounted to £195,742 (£182,949). "The 
dividend of 5 per cent is unchanged. Stock 
and work in progress increased from 
£2,341,770 to £2,632,455. 

Charrington and Co.—Total group profit 
declined from £1,333,989 to £1,016,173 and 
net profit from £521,237 to £450,360 in 1949. 
A dividend of 15 per cent is proposed for the 
year (17 per cent). Net current assets at the 
year-end were lower at £2,546,143 against 
£3,224,392. 

Mexican Ea 5 
a dividend of 32 Mexican cents per share on 

the 14,082,761 ordinary no par value shares 
as at December 31, 1949. 











for the year to March 31, 1949, amounted to 
£244,457 compared with a profit of £106,574 


in the previous year. Losses on the dispos:i 
of radio interests not included in the above 
figure were £295,220, of which £97,802 ha; 
been absorbed by reserves of the holding 
company. 


Capital Issues 


Wankie Colliery.—Consent of the C.LC. 
has been granted for the intended issue of 
on new capital for plant additions. 

owell Duffryn is to subscribe £500,000 and 
the remainder will form a later offer to share- 
holders. 


A. Jones and Sons (bootmakers).—An 
issue of 500,000 1s. ordinary shares at 2s. per 
share is to be made to ordinary shareholders 
- ae proportion of five new for every six 

eld. 


Boots Pure Drug.—The offer of 1,280,000 
5s. ordinary shares to shareholders at 35s. per 
share in the proportion of one new for every 
five held has been oversubscribed. 


East Africa High Commission Loan.— 
Cash applications for the £3,500,000 3) per 
cent stock 1966-68 at 974 per cent were 
heavily scaled down. The stock opened a: 
the premium on Monday. 


Ni ew Price Issues 





“Tssue | “Price, 
Issue Price | April 4, 
(a) ; 1950 
Ballantyne, Pref. ............ 20/3* 19/9-—-20/3 
NN se ae ee 35/0 31/7$-—31/ 10} 
Brutton, Mitchell, 20/73" 20/0--20/9 
Calcutta Elec., Deb. 98 91—92 
English Elec., Deb.. 99 103} —104} 
Fisons, 4}°, Deb... | 98 {| 98%—93) 
F.S. Geduld ....... + 70/0 | 12/3—13/3 
Howardsgate Trust........... re 16/9-—17/5 
N. Ireland, °60-70............ 100 99} 99; 
SE TED a tehid ore p9$e8 04600 7/6 j 9/0—9/6 
SRNR DPS ohwo sss 009s 100 { 984-99 
Pilkington’s, Pref. (10/- paid). . 20/6 10/44—10/10} 
Quorn Specialities............ 1/4* 1/44—1/5} 
Silvertown Services .......... | aah 14/6--15/6 
Steel, Ist Mort. Deb. ....... - 1 100° 98— 100 
S. Rhodesia (£40 paid)........ 98 | lA—lki 
Ultramar, Deb............... | 100 107-—109 
* Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 
reports appear in the Supplement : 

















Notes on the following company 


William Hollins ; Courage and Co. 











Prices : : vet er Prices 

Price, | Price Yie id, Yield, .o oa Last [we Pri Yield 

Year 1950 , Year 195 . ace, , 

; Name o! Security Mar, 29,, Apr. 4,; Apr. 4, Apr. 4, 3 Dividend: Name of Security | Mar. 29,} April4, April, 4 

Jan. J to April 4 1950 | 1950°| 1950 me fo eee a _- 1950 "| “1950 

High | Low (n) High Low | (a) (4) {ec} 
voia, |lwar Be ritish Fun aos ; a és. &, i 

10137 0 ‘ar Bonds 24% Aug. 1, 9-51, 101 101 05 7\/1MwL! % % Other Securities j £ sd 
101% 101; | War Bonds 24% Mar. 1, 1951-53. 101f | oie | 015 4,118 4) 9% 95} id) | id Australia 34% 1965-69..... , 91) 7%} (3 9 3 
10127 | 1008 War Bonds 24% Mar. 1, 1952-54 101 | 101R | 1 0 0!2 2117] 1008 — SOR (dq) | {ad Birmingham 23% 1955-57... 100 100 =§215 0! 
100% | 100 |\Exch. Stk. 24% Feb. 15, 1955../) 100 | 1008 | 1 3 8}2 4 6 8% Th 50 ¢| 60 ¢ Anglo-American Corp., 10/-. THxd Tixd 4 0 0 
101% | 100} War Bonds 24% Aug. 15,1954-56. 101m | 101% |1 3 5'2 6 44 7S 6% | 25 6| > a) Angio-Iranian Oil, f1....... 7 hm i443 
102 | 101} Funding 27% June 15, 1952-57. 101? 101} 1 6 6;212 3 i2/-, 67/9 10 4; 5 @ Assoc. Electrical Ord, f1... ns Ti/s {4 4 2 
1034 | 102 Nat. Def, 3% July 15, 1954-58. 1023 | 102% | 1 6 5/213 104) 78/9 71/6 224¢; 2a) Assoc. Port.Cem.,Ord.Stk.{]| 16/10}} 77/6 | 516 2 
1033 | 101g | War Loan 3%, Oct. 15, 1955-59.| 102kxd| 102}xd 1 710; 214 5ii 19/6! 17/03 40 ¢| 4 ¢ Austin Motor, Ord.Stk.5/-,..|) 18/9 | 18/9 |7 2 3" 
995 | 9% Sav. Bonds 3%, Aug. 15, 1955-65 983 98% 115 0|3 2 Tif 70/7} 66/- la: i 6 Barclays Bank, Ord. ‘B’ {1..); 67/6 | 67/ 4 3 0 
99% | 97% Funding 2$°% April 15, 1956-61.’ 98Axd 984xd 110 6} 213 2if 139/- 129/- 15 a} 119 b Bass Ratcliff, Ord. {1...... || 137/6 138/1} | 3 9 6? 
95 Funding 3° April 15, 1959-69. . 95jxd 96xd 118 O01 3 5 TIE 95/3 90/- 8 a} 12 6 British Oxygen, Ord, f1,. woof O5/- | 93/9 '4 5 4 

107} 104% ||Funding 4% May 1, 1960-90. ..| 104 xd 105}xd 112 4)3 7 Oef 35/- 32/1} 5b 23a Courtaulds, Ord. Thedsscune ol /- |} 33/- | 41011 
964 944 Sav. Bonds 3% Sept. 1, 1960-70), 94 954 119 0; 3 7 Off 17/10} 16/6 20 b 5 a Distillers Co., Ord. 4/-...,.. | 17/14 137/44 4 5 Th 
932 914 Sav. Bonds 24°, May 1, 1964-67, Qlixd 92xd' 118 5/3 1 10/] 52/9} 28/9 8 « 8 ¢ Dorman Long, Ord. {1.....| | 29/6 23/6 5 8 6 
108 | 106§ || Vict. Bonds 4% Sept.1, 1920-76 1066 107} 113 2'3 7 8*§ 63/1) 59/1} 15 c¢}] I5 ¢ ‘Dunlop Rubber, Ord, /1..../) v9 | G1/- 418 4 
91g Sav. Bonds 3%, Aug. 15, 1965-75, 923 93h (20 213 8 BH 44/3 40/- 7) 3 a Imp. Chem. Ind., Ord. Stk. {1 42/6 43/- | 413 0 

102 100 _~—s''Consols 4% (after Feb. 1, 1957).' 1014 | 101g 2 3 4'319 lft 106/3; 95/- i3}a} i8}6 ‘Imperial Tobacco, Cheiicads | 104/44 | 101/3 6 6 6 
94; | 91} (Conv. 34% (after Apr. 1, 1961). Q9ljxd 924 2 110 316 Iff 335/74 29/7} 10 c} 10 ¢|\Lanes. Cotton, Ord. Stk. £1. i 32/- 32/6 6 3 1 
70} 66% = Treas. Stk. De, (afterApr. 1,1975)  67§xd 673 20 8'314 0 44/6 39/3 10 ¢ 10 ¢|\Lever & Unilever Ord. fi..) 42/6 | 42/6 414 1 
833 | 79% | Treas.Stk. 3%, (afterApr.5,1966) . 8Oxd §=80h | 2 «21 :0' 314 Tf 63/-| 58/9; 15 ¢<| 15a London Brick, Ord, Stk. £1. | 60/- | 60/- 5 0 0 
90 86} || Redemp. Stk. 3% Oct. 1, 1986-96 87xd 87 21 5};311 1ff /- 33/3 i7bb tga P’chin J’nson, Ord, Stk. 0/-/| 39/- 39/- (6 8 2 
934 90 WarLoan 3$% (aiter Dec. 1,1952) 913 91g | 2 2 31319 2f, %/- 4l/- 46) 8a P.&O. Det. a fl.....s- 41/6 | 41/6 (515 8 
71g | «(68} iC Constle 20% isc. ssectesceuh ead 68ixd 68 _2 0 0/312 Off 32 274 i tTT yy T174 « ‘Prudential, ‘ ER ahaa ed | 3lxd! 3lxd; 2 9 9% 
954 | 92% ||Brit. Et. 3%, Gd. Apr. 1, 1968-73) 92§xd, 93 (2 0 5)3 8 Til 55/7} 50/- 13) ¢ | 12 ¢ | Stewarts & Lloyds, Def. A. 50/3 | 50/7; 418 9 
v4h 91 \Brit. EL. 3% Gd. Mar. 15,1974-77; 912 | 92 | 2 010 |3 9 Sif 66/78 60/7} 15 b| t2ba |“Shell” Transpt., Ord. Stk. a 63/lh | 65/- (2 6 24 
90} 86 Brit. Tpt. 3% Gd. July, 1978-88) 88% | ot | 22 2;31 11! 5g? SX 12a} 1246 \Tube Invst., Ord. Stk. £1. 53 5h 148 9 
5) at | Brit. Tpt. 3% Gd. Apr. 1, 1968-73 92}xd) 93 2 0 613 8 9H 82/6 13/3 34a, il}d Turner & Newall, Ord. Stk. fil) 11/- W- | su 
893 85 ibe Gas Gd. 3% May 1, 1990-95, ‘een a6 ad 22 3/312 OF 46/4) 41/9; 15 a] 273 6 | Woolworth (F W.). Ord. 5/- | 45/3 44/6 318 bm 

| i | {i | i 
Redemption yields are worked out on the assumption that all dated stocks will : Assum 
repaid at latest date. Such yields are marked‘. To this rule there feoxmetntn a mn Fiat ic) Whole year {d) Int. paid bali-yearly.  () - 
(Funding 4 per cent) on which the yield is taken to earliest date and marked ‘e’. dividend 18}% after capitai bonus. (f) To iatest redemption date. f Free of tax 


in) Net yields are calculated after allowing for tax at 9s. in 
Si sibe cnnas Gu Sr cule vabeeae é 


(f) Plat. yield. 


(m) Final dividend on increased capital, Yield basis 35%. 
after capita! bonus. 


~n) Yield basis 265% 
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THE ECONOMIST, April 8, 1950 


Statistical Summary 


EXCHEQUER RETURNS 


For the 6 days ended March 31, 1950, total 
ordinary revenue was 73,040,000, against 
ordinary expenditure of £173,047,000 and issues 
to sinking funds £10,000. Tius, including 
sinking fund allocations of £18,723,000 the 
surplus accrued since April Ist is £548,739,000 
compared with £830,985,000 for the corres- 
ponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts into the 
Exchequer 
__{¢ thousand) 
April | April 
i 1 












5 | 6 
Days | Days 


Revenue } mate, 
\1949 to ended | ended 
Mar. Mar. | Mar. | Mar. 
| 31, 31, 31, 3i, 
1949 | 1950 1950 
CORDINARY | 
REVENUE j 
Ine mel ax...... 1490000}1367570 1438386] 26,852’ 31,821 
Ger-taX. .. «0.000 2,500; 2,700 
Estate, etc., Duties, 176,00! 3,341, 2,300 
Stamgs. ..ccineas | 48, 1,070 1, 
Pooh Tax .... UJ 240 3,500 


: } 
Other Inland Rev. 
SpecialContributn.| 25, 


39,228 44,651 


14,282 15,077 
10,400, 10,400 


| 


24,682 25,477 


300, 338 
1,035, 25 
945 1,010 
20, 80 


1 


Total Inland Rev.'2085 


ee ee 


Bxciee 5 .ci'cescuas i 663,6 


Racige 5 6 é-cied-0 


Motor Duties. .... 
Surplus War Stores} 
Surplus Receipts! 

from Trading. .| 
P.O. (Net Receipts)! 
Wireless Licences. | 
Crown Lands... .. | 
Receipts from) 

Sundry Loans. .! ons oee 
Miscell. Receipts. “| 55,401) 1,459 


121611) 73,040 





Total Ord. Rev.. J 





Se_r-BALANCING | 





Post Office. ......} 159,6. 2,360; 2,900 
Income Tax on} 
E.P.T, Refunds) 180 298 


Total .. 


ssues out of the Exchequer 
to meet payments 
(£ thousand) 


Esti- "April | April | 5 | 6 


Expenditure mate, 1 1 Days | Days 
1949-50 to to ended} ended 

Mar. Mar. | Mar. | Mar. 

31, 3l, 31, 31, 

1949 | 1950 | 1949 | 1950 


_ ORDINARY 
EXPENDITURE 
Int. & Man. of| 


Nat. Debt..... | 485,000] 477,176) 472,206] 2,142} 1,939 
Payments to N.| 


Ireland........ | 30,000) 32,26 ; 
Other Cons. Fund| a ee a 
9,501} 10,60 78 «732 


Services ......, | 12,000 
Petal. sss aves | 527,000) 518,971) 519,774 5,934) 2,971 
Supply Services . . |2951110126 eee 1277255) 170076 


347811013152782 3356569283189 173047 
a 22,824) 18,729 4,70 10 








Total Ord. Expd., 
Sinking Funds 












Total (excl. sat-| 
Bal. Expd.)... . 3478210 175606' 337529 
Se_r-BaLANcING 


Post Office 
Income Tax 


> ow on 
E.P.T. Refunds)  §,700 8,751) 11,89 


~ «ha aetas 3643440 7057) 35492851290432 176255 
‘Miter decreasing Exchequer balances 
£2,954,835, the other saieas for os ; iocoamet 
the gross National Debt by £15,650,000 to £25,187 million. 
s NET RECEIPTS (£ thousand 
ome Industry Nationalization A 1946, s. 25(2) : 316 
‘scellaneous Financial Provisions Act, 1946 :— 
See. 3(1) Civil Contingencies Fund ............ 100,000 


NE 
EPT. Refndas se Eee 


verseas Trade Guaranices ‘Act Gate sca Wy 
Latsrantees Act, 1949 — =“ : 
(otal Authorities Loans Act, 1945, s. 3(1).. 1... 
Oversea gutralized Buying) Act, 1947, s. 21(1). 
Overseas roe Act, 1948, s. 17(1) 
W.n neous Financial Provisions Act, 1946, s. 2(1) 
Finance Commission 


287892! 173057 
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CHANGES IN DEBT (£ thousand) 


RECEIPTS 
Treasury Bills .... 6,518 
34% Ter. Annuities 50,000 


Tax Reserve Certs, 5,176 

Other Debt :-— 
Internal ....... 1,298 
62,992 


PAYMENTS 

Nat. Savings Certs. 
24% Def. Bonds. . . 
3% Def. Bonds... . 
13°, Exchequer 

Bonds, 1950 .... 
3%, Ter. Annuities. 
Other Debt :— 

External ...... 
Treasury Deposit 

Receipts ....... 


FLOATING DEBT 


(£ million) 









Fomor Means 
ills ances 
Date Advance 
ad sie | Bank 
| Public | ot 


Tender; Tap 





4418-4 





7} 2990-0 | 1949-5 
2990-0 | 1901-6 
2990-0 | 1963-8 
2980-0 | 1941-0 


2960-0 | 1905-2 
2940-0 | 1851-8 
2930-0 | 1958-7 
2920-0 | 1940-2 


2910-0 | 1883-6 
2910-0 | 1894-6 
2910-0} 1910-0 
2910-0 | 1925-5 
4842-5 


37 


41 


297° 
317- 





402: 


427- 
428- 
447- 





Ways and 


Depts. | Eng- 


9 


9- 


. . 
Onl 


ee ee 
: 
: 


465-0 


TREASURY BILLS 























Apl. 10 2-92 | 49 
Dee. 10 5-09 | 89 
9| 230-0] 10 495 | 83 

266-1 | 230-0] 10 583 | 43 

. 271-4 | 220-0| 10 5-74 | 20 
” 7 286-9 | 210-0] 10 566 | 63 
Feb. 5 | 220-0 | 304-0| 210-0] 10 6-44 | 56 
» 19 | 220-0 | 287-4 | 220-0] 10 5-96 | 69 
” 47 | 230-0 | 294-5 | 220-0] 10 5-75 | 68 
” a4 | 220-0 | 274-4 | 220-0] 10 6-44 | 18 
ie 3 230-0 | 321-6 230-0] 10 523 | 57 
10 | 230-0 | 307-2 | 230-0] 10° 5-54 | 65 
” 47 | 230-0 | 274-7 | 230-0] 10 5-98 | 79 
” 94 | 230-0 | 294-8 | 230-0] 10 5-84 | 70 
” 31 | 230-0 | 273-5 | 230-01 10 3-22 | _79 





On March 3lst applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Saturday 
were accepted as to about 79 per cent of the amount 
applied for at £99 17s. 5d., and applications at higher 


(£ million) 

























41,930 
47,343 













5715-3 





prices were accepted in full. Treasury Bills to a maximum 


of £240 million are being offered for April 6th. For the 
week ending April 8th the banks will not be asked for 


Treasury deposits. 


NATIONAL SAVINGS 
























Net Savings ...cccsses-- 
Defence Bonds :— 


Net Savin 
P.O. and 
Banks :—~ 
Receipts. .... deeeeeeerer 
Repayments ....eeeees0+ 


Net Savings ....se000.+- 
Total Net Savings 


anew eens 


Interest on certificates repaid 


Interest accrued........... 


Change in total remaining 


MOUNORE ee ach ca eck ys 


rustee Savings 


(g thousand) 
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BANK OF ENGLAND 
RETURNS 
MARCH 29, 1950 
ISSUE DEPARTMENT 
Notes Issued:- : | Govt. Debt... 11,615,100 


InCireulation 1267,251,366 Other 
In Bankg. De- 


(rovt. 


Securities ... %288,317,722 


partment .. 33,105,457 | Other Secs... . 656,478 
Coin other 
than gold)... 10,700 
Amt. of Fid.——— — 
Issue... 1300,000,000 
| Gold Coin and 
Bullion fat 
248s. per oz. 
Se ess j : 356,823 


1300, 356,823 
BANKING DEPARTMENT 





1300,356,825 








f £ 
Capital ...... 14,553,000 Govt. Secs... 474,548,941 
Mab. 658285 3,994,718 | Other Secs.:— 44,930,871 
Public Deps.:- 172,100,391 Discounts and 
Public Accts.* 12,120,952; Advances... 12,273,552 
H.M. Treas. | Securities.... 32,657,319 
Special Acct. 159,979,439 | 
Other Deps.:- 367,379,029 
Bankers..... 283,498,831 | Notes........ 33,105,457 
Other Accts... 83,880,198 | Coin......... 5,441,869 
558,027,138 558,027,138 


* Including Exchequer, Savings Banks, Commissioners 


of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 






1950 


Mar. | Mar. | Mar 
15 | 22 | 29 


ssue Dept. :— | { 
Notes in circulation. .... 1261-0)1260-4 1267-3 

Notes in banking depart- | | 
EAE 2s fee a ee 39-3) 39-9) 33-1 

Government debt and | | 
SIG on howe vad 1299: 3)1299-3:1299-3 
Other securities......... 0-6 OF O-7 
biccduhavcidsbuete 0-4 0-4 0-4 


Valued al s. per fine oz... 


248/0, 248/0\ 248/0 
Banking Dept :— i | 


} ; 


its :-—- { i 
blic Accounts ........ 13-4) 13-2) 12-1 
Treasury Special Account 150-5; 158-7) 160-0 
Bankers ....... Sa eecese 293-6; 290-5) 283-5 
Others. ..... evdneece 79- 79-7; 83- 
i eee eeeeceee 536-9) 542-1) 539-5 
Securities :— 


' 

1 

Government.... ! 
Discounts, etc... 
COE ai vsike es 
Total 


6 

4 9 

9 5 

“5, 473-0) 5 

23-1) 18-1) 12-3 

9} 24-2) 32-7 
5, 515-3, 519-5 
7 5 
3 





oe eee mee eeeee 


45-3 


| o } % 


tiaeebeiaeiaataietatineeiaieaaiaceat eisadansitainlciaiatapasiasstcinhatabeieiidningstdenasen 

* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue lowered from £1,350 million to £1,300 
million on January 11, 1950. 


“ Tue Economist” INDEX OF WHOLESALE 


PRICES 
(1927 = 100) 

April ; 

Group | 5 ; | "a | — 


148-6 

218-3 220-5 

264-7 265-0 

155-6 157-9 

Complete Index........ 177-4 181-5 


Mea MOS. |... ss | 998-4 | 944-2 | 


249-8 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :-— 






SILVER 







pee yeiies es 
London |New York} Bombay 
ounce!per ounce per 100 tola 


Markets Closed 






115 7 
63 71} 114 14 
63 73 14 8 


peels: 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


incorporated im the Cotony of Hong Kong) 
be l4ability of Member « limited to the extent and in manner prescribea ©) Urdins ne No. 
ot 1929 of the Colony. 










CAPITAL ISSUED AND FULLY PAID UP $20,000,00 
RESERVE FUNDS STERLING - . +  €6,000,00 
RESERVE LIABILITY OF MEMBER ~ $20,000.00: 


Head Office: HONG KONG 

Chairman and Unmet Manager: Honovrasies Sie Arrave Morse, U.R.E. 
London Office : 9, Gracechurch Street, E.C,3, 
iondon Managers 5, A. Gray, A. M. Dumscas Watiace 


BRANCHES 
BURMA OHINA (Won. iINDO-CHIN A MALAYA wo. NORTH 
Kangoon Swatow Haiphon Kuala BORNEO Won. 
Tientsin Saigon Lampn Sandakao 
Tsingtao 'APAN Malacca Tawau 
BRYLON Kobe Muar VHILIPPINES 
Colombo HURUPE Tokyo Penanz toito 
Hambur, Yokoham Singapors Manil: 
Lyons \AVA Singapore 1AM 
HIN ° Djakarta (Orchard Road Bangkok 
Canton HONG KONG (late Batav a Sungei Patan UNITED 
*Cheloo Hong Kong Sourabay® Teluk Ansov KINGDOM 
*Dairen ~ Kowloon MALAYA NORTH Londor 
Hankow Mougk os Cameron BORNEO 
*Harbin Highlan Brunei Tow: USA, 
*Moukder INDIA ipob Jesselton New York 
Peking Bombay Jobore Bahri Kuala Belai: Sap Francisco 
shangha Calcutta ° at present not operating. 


hes 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
4 comprehensive service « Vrustees and Executor: is also undertaken by the Bank's trust 
Companies in 


HONG KONG LONVON 





INGAPOR 








SUDAN GOVERNMENT 


The FINANCE DEPARTMENT requires men, aged 28 to 40, to fill 
posts on the Financial Secretary's General List for executive duties 
in the Finance Department or in the Statistical Section of the Depart- 


ment of Economics and Trade. Candidates should possess a Univer- 
sity Degree (preferably honours) in Economics or Mathematics. 

Appointment will be either on Long-term Contract on a salary 
scale £E600 to £2936, with special post-service gratuity: or on Provi- 
dent Fund Contract or Short-term Contract, at slightly higher rates 
ot pay and different post-service benefits. 

Cost of Living. Allowance varying between £E180 and £E£390 per 
annum according to the number of dependants is at present payable, 
and, subject to certain limitations, an Outfit Allowance of £60 is 
payable on appointment. There is at present NO INCOME TAX in 
the Sudan. Free passage on appointment... Full particulars and 
application form may be obtained on application to: Sudan Agent in 
London, Wellington House, Buckingham Gate, London, S.W.1. Please 
mark envelopes ‘* Finance Inspector.”’ 


SUDAN GOVERNMENT _ 


The FINANCE DEPARTMENT requires qualified ACCOUNTANTS, 
aged 30 to 45, to fill posts on.the Financial Secretary's General List 
for executive duties in the Finance Department or supervision of 
accounts of another department or audit work. Candidates should be 
either Chartered or Incorporated Accountants, or Associates of the 
Institute of Municipal Treasurers and Accountants or of the Certified 
and Corporate Accountants. Costing experience an added qualification 
in one case, extensive taxation experience in another. 

Appointment will be either on Long-term Contract on a salary 
scale £660 to £E936, with special post-service gratuity; or on Provi- 
dent Fund Contract or Short-term Contract, at slightly higher rates 
of pay and different post-service benefits, 

Cost of Living Allowance varying between £F180 and £E390 per 
annum according to the number of dependants is at present payable, 
and, subject to certain limitations, an Outfit Allowance of £ is 
payable on appointment. There is at present NO INCOME TAX in 
the Sudan. ree passage. on.appointment. Full particulars and 
application form ne obtained on application to: Sudan Agent in 
London, Wellington House, Buckingham Gate, London, S.W.1. Please 
mark envelopes “‘ Accountant, F.S.”’ 


- THE ALEXANDRIA WATER COMPANY, LIMITED, 
ALEXANDRIA 


EGYPT 
ANNUAL GENERAL MEETING 


Notice is pereby given that the seventy-second ORDINARY 
GENERAL MEETING of the Shareholders will be held at the Com- 
pany’s Offices, 61 Avenue Fouad ler, Alexandria, on Thursday, May 4, 
1950, at four o'clock in the afternoon, for the transaction of the 
ordinary business of the Company, pursuant to Act of Parliament. 

Holders of share warrants to bearer desiring to attend or to be 
represented at the Meeting must deposit their share warrants in 
London before April 20, 1950, or in Alexandria before May 1, 1950, 
until after the Meeting, at the National Bank of Egypt, 6 King 
William Street, London, E.C.4, or at the National Bank of Egypt, 
Alexandria, or at some other epproved bank in London or ‘Alexamtirla, 

A Member of the Yeang eg S entitled to appoint a proxy to attend 
and vote at the Meeting in his stead and any proxy so appointed need 
not be a Member of the Company. 

Dated, Alexandria, Beye. March 4, 1950. 

y order of the Board 
ROBERT WALTON, Manager. 





CAETEAL. £1,000 to £100,000 sought by Wholesale and Retail Food 
Distributors for Expansion Purposes and for additional Workin 

Capital by old-established and thoroughly sound linked Scottish 
Concerns; Merchants, Banks, Trusts, and Individuals are particularly 
invited to apply. ‘Terms. commensurate with investment. Other 
Banks considered.—Box 667 Robertson & Scott, Edinburgh, 2. 


ONGKONG.—Old-established British merchants with extensive 
import/export shipping business seeking fit- young man with 
experience commerce shipbroking, Permanent position Hongkong 
a wank, training London.—Applications, giving age, experience, 
to x . 


y ONEY allocated for advertising is never “spent.” It is wisely 
invested. For sound advice on all mark ses and advertisin 
N CLAR 


problems, consult SAMSO KS, 57-61, Mortimer Street, W.1. 
MUSeum 6050. . re 


Printed in Great Britain by St. CLEMENTS Press; 
at 22, Ryder Street, St. James’s, London, S.W.1. U.S. Representative 


Lrp., Portugal St., Kingsway, London, W.C.2. 
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B. W. BLYDENSTEIN & CO. 


Established 1858 








BANKERS 





We specialise in all financial transactions with 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, E.C.2 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREEI1, MANCHESTER 1 


ANNUAL iNCOM lou ow 
ASSETS EXCEED 142,000 v0 
CLAIM” PAIN eXCsEeD 207 .050.00 


Acronrets 


ed 





CROWN AGENTS FOR THE COLONIES 


ACCOUNTANT required by the Government of Nigeria for the 
Department of Commerce and Industries for one tour of 18-24 months 
with prospect of permanency. Initial salary according to qualifica- 
tions and experience in scale £660, rising to £1,200 a year, including 
expatriation pay. Outfit allowance £60. Free passages and liberal 
leave on full salary. Candidates not over 35 and preferably members 
of one of the recognised bodies of professional accountants should 
have had accounting experience gained in a factory, commerci:! 
house or with a practising professional public accountant. Apply at 
once fl letter, stating age, whether married or single, and full 
particulars of qualifications and experience, and mentioning this 
eer to the Crown Agents for the Colonies, 4, Millbank, London 

-W.1, quoting M/N/25117/3C. on both letter and envelope. The 
Crown Agents cannot undertake to acknowledge all applications ani 
will communicate only with applicants selected for further 
consideration. 


UNIVERSITY OF LONDON 

The Senate invite applications for the Chair of Social Administr.- 
tion tenable at the ndon School of Economics and Political 
Seience. Applications (ten copies) must be received not later than 
May 22, 1950, by the Academic Registrar, University of London, 


Senate House, .C.1, from whom further particulars should de 
obtained. 


UNIVERSITY COLLEGE, SOUTHAMPTON 


The Council invites applications for appointment as Secretary 
to the College. Salary not less than £1,400 per annum together with 
child allowance and F.S.S.U. Applications (12 copies) together with 
copies of 2 testimonials and the names of two referees should be 
submitted not later than May 22, 1950. Further particulars may bs 
obtained from the Principal's Secretary. 


wa established firm of Engineers handking Earth Moving 

Equipment ok outstanding executive capable of taking on 
Managing Directorship of its interests in India. Applicants should 
have a Civil and/or Mechanical Engineering background and should 
be accustomed to dealing with all the commercial and financial 
problems of running a Group of Companies from Headquarters in 
India. Applicants should enjoy excellent health. Salary up to 
£5,000 ves annum. Applications giving full details of experience, etc., 
to Box 5 


DMINISTRATIVE position Sales Information and _ Statistics 
Department. Woman aged 25-35 education, business 
experience, ee personality, capable of organising and control- 
ling female staff. me knowledge of chemical industry and products 
an advantage, Good position and prospects.—Apply, giving ‘ull 
details, to Box 395. 


j JANTED to purchase Manufacturing Wholesale and Retail 
Grocery, Provision and Fruit and Vegetable Businesses. Must 
be good established — concerns. ce in accordance with 
Assets per Accounts. State turnover, and location, etc, Completely 
confidential.—Box 668, Robertson & Scott, Edinburgh, 2. 


ENERAL Manager. Senior executive in large engineering Cv'- 

pany seeks postion as General Manager in smaller organisa‘ion 

Age 42, public school, university, BSc. (Eng), M.1LEE., 

A.M.I.Mech.E. Experienced manufacture; sales and = gener! 

administration. War service—Lt.-Col.—Box 391. 

|) ECRETARY-ACCOUNTANT of exceptional ability and wide exe \- 
tive experience, age 40, desires change. Present remuneration 


£1,450 p.a.; will accept less for sound prospects. Free July 1, 19”. 
—Box 393. 


rs Sale.—The Economist complete since 1942 (with the exception 
of 2nd vol. 1946), bound blue cloth in eleven volumes wi'l 


indexes, loose copies since July, 1948. What offers for whole or p.«'. 
—Box 396. 


1 TUDENT of Economics, age 27, fluent German, three years’ experi- 
ence as Industrial Intelligence Officer in Germany, plenty ° 
initiative (Croix de Guerre and Mention in Despatches), visits 


Germany from July to September by car, is interested in possibility 
of acting for firm.—Box 398. 





entre en telecine SN 


" 
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